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The Year at a Glance 

IMC’s Agriculture Group, the Corpora- 
tion’s leading business area, earned $115.1 
million in fiscal 1976 on $653.6 million in 
sales, accounting for 85 percent of the 
company’s earnings of $135.4 million. Re- 
turn on investment for agriculture aver- 
aged 22.2 percent, with a contribution to 
earnings per primary share of $6.59, Earn- 
ings came principally from production 
and sale of fertilizer materials, finished 
fertilizers, and animal feed ingredients. 

The IMC Industry Group earned $13.9 
million on $351.2 million in sales, contri- 
buting 10 percent of the company’s 
earnings. Return on investment reached 
11.7 percent, with earnings per primary 
share of 79 cents. Earnings came princi- 
pally from production and marketing of 
carbon products, ferroalloys and metals, 
and foundry products. 

IMC Chemical Group, Inc., created in 
May of 1976, earned $6.4 million on 
$255.2 million in sales, providing 5 per- 
cent of IMC’s earnings. Return on invest- 
ment came to 2.1 percent, with earnings 
per primary share of 37 cents. Earnings 
came principally from production and 
sale of ammonia and ammonia deriva- 
tives, chlor-alkalis, feldspathic products, 
and other basic and specialty chemicals. 

The IMC Resource Development 
Group, charged with exploration for and 
development of new deposits of minerals 
and metals, was principally involved in 
Canadian projects in 1976. The Group’s 
principal spending was in the exploration 
of a salt and potash prospect in New 
Brunswick and the discovery and first 
phase feasibility study of a phosphate 
deposit in Ontario. The year’s costs in 
New Brunswick were $2 million and in 
Ontario $1.4 million. 

A two-year comparison of sales and 
earnings in agriculture, chemicals, and 
industry: 


1976 1975 

Sales (In millions) 
Agriculture $ 653.6 $ 748.6 
Chemicals 2552 120.4 
Industry 351.2 433.9 
$1,260.0 $1,302.9 


SO LOU 1302-9 
Earnings (In millions) * 


Agriculture $ 115.1 $ 131.5 
Chemicals 6.4 12.2 
Industry 13.9 18.1 
$ 135.4 $ 161.8 
Earnings per primary share* 
Agriculture $ 6.59 $ 8.05 
Chemicals ST 75 
Industry -79 1.11 
$ 75 $ 9.91 


*In 1975, before an extraordinary tax credit. 
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Annual Meeting 

Shareholders are cordially invited to 
attend the Annual Meeting at the 
Curtis Hixon Convention Center, 

600 Ashley Street, Tampa, Florida, at 
10:00 a.m. Eastern Daylight Time, on 
Wednesday, October 6, 1976. A formal 
notice of the meeting, together with a 
proxy statement and proxy card, 
accompanies this Annual Report to 
shareholders. 

Form 10-K Annual Report 

A copy of IMC’s Form 10-K Annual 
Report, expected to be filed with the 
Securities and Exchange Commission late 
in September, 1976, will be available on 
request from the Secretary of the Cor- 
poration at IMC Plaza, Libertyville, 
Illinois 60048. 


1976 Highlights 


Fourth Quarter 
(See discussion 
on page 24.) 
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(Dollars in millions except per share amounts) Years ended June 30 1976 1975 
Net sales $1,260.0 $1,302.9 
Earnings before extraordinary item 135.4 161.8 
Net earnings 135.4 166.0 
Shareholders’ equity 580.7 457.9 
Return on shareholders’ equity* 23.3% 35.3% 
Primary earnings per share 
Before extraordinary item $ 7.75 $ 9.91 
Net 7.75 10.17 
Fully diluted earnings per share 
Before extraordinary item 7.39 8.90 
Net 7.39 9.13 
Common dividends paid per share 2.10 1.38 
Book value per share 32.00 25.95 
*Based on earnings before extraordinary item. 
Net sales $333.8 $331.8 
Earnings before income taxes and extraordinary item 40.3 64.2 
Provision for income taxes 10.9 20.8 
Earnings before extraordinary item 29.4 43.4 
Extraordinary tax credit — 6 
Net earnings 29.4 44.0 
Primary earnings per share 
Before extraordinary item $ 1.66 $ 2.61 
Net 1.66 2.64 
Fully diluted earnings per share 
Before extraordinary item 1.61 2.39 
Net 1.61 2.42 


To Our Shareholders: 
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Nineteen seventy-six was another very 
good year for IMC. Earnings averaged 
11 percent on sales and 23 percent on 
shareholders’ equity. 

The foregoing is history; only what is 
going to happen in the future is 
important now. 

We enter fiscal 1977 a different com- 
pany than we were just one year ago. The 
Commercial Solvents and Sobin 
Chemicals acquisitions have developed 
into a cohesive and significant chemicals 
complex with more than $250 million in 
annual sales. And the IMC Industry 
Group has been brought together into 
one unit with sales of $350 million. These 
two groups give IMC important earnings 
potential over and above our major 
business, fertilizer. 

The year starts with an adequate 
supply of all fertilizer materials and 
capacity exceeds demand for most 
products. While this circumstance is not 
unique in our industrial society and need 
not signal troublesome times, the easy 
days we enjoyed for the past two years 
have ended. 

Fertilizer materials are basic commodi- 
ties with typical volatility characteristics, 
but the volatility in fertilizers involves 
supply, not basic demand. From 1964 to 
1974 world fertilizer usage grew at a con- 
tinuous rate of 6 percent to 11 percent per 
year. When demand began to catch up 
with supply, the U.S. industry responded 
with more than $4 billion in new plant 
construction. Regrettably, the economics 
of the business does not permit small 
units or gradual expansion; so the in- 
evitable happened—inventories accumu- 
lated and prices declined. 

Under such circumstances, predictions 
are extremely difficult, and may be very 
inaccurate. However, at this time it 
appears that declines in prices which oc- 
curred in the second half of fiscal 1976, 
coupled with continuing increases in 
costs, will erode IMC’s fertilizer gross 
margins by approximately $70 million in 
the 1977 fiscal year. 

Since the full impact of price declines 
did not come until the second half of fiscal 
1976, our results in the first and second 
quarters of fiscal 1977 will be lower than 
in the same 1976 periods. Third and 
fourth quarter comparisons should be 
more favorable. 

We have been responding to market 
adversities with substantial cutbacks in 
production; as a result, IMC finished the 
year with total fertilizer inventories of $42 
million, compared with $54 million in 


SS SSS SS eee 


Richard A. Lenon, President 
and Chief Executive Officer 


the previous year. While the inventory of 
no single product is currently burden- 
some, some production adjustments con- 
tinue to be made. The probable impact of 
these production adjustments on costs 
has been taken into consideration in the 
gross margin thoughts discussed above. 

Over the past three years, IMC has 
spent more than $300 million on capital 
projects in our agricultural business, in- 
cluding $106 million for a concentrated 
phosphate chemicals plant in Florida. 
This plant is now fully operational, but it 
is not contributing significantly to earn- 
ings because it serves that segment of the 
fertilizer market most troubled by excess 
capacity. Equally important, the com- 
pany spent $46 million expanding phos- 
phate rock production in Florida. This 
was a timely expenditure. Planned addi- 
tional profit came in on schedule and will 
continue over the various lives of the 
properties involved. The remaining $157 
million in capital expenditures consisted 
principally of sums spent to bring all our 
agricultural plants up to mint condition, 
almost always with modest additions to 
capacity. Obviously, we also improved 
reliability, stemmed increases in con- 
trollable costs, and trimmed out problem 
areas. We have large and low-cost 
operations. 

Atcurrent price levels, the fertilizer 
industry is shutting down marginal opera- 


—————— rt 


Anthony E. Cascino, Executive Vice President, 
Agriculture (Above) 


George D. Kennedy, Executive Vice President, 
Industry and Business Development (Below) 


tions and deferring or canceling planned 
expansion. It follows that history should 
repeat itself; that is, demand will catch up 
with static supply. IMC’s operations, in- 
cluding the Florida phosphate chemicals 
plant, are ready for that day. Specifically, 
it seems reasonable to expect a strong 
recovery in fertilizer earnings beginning 
in fiscal 1978. 

In our chemicals business, capital ex- 
penditures and investments over the last 
three years have totaled $274 million. 
The full acquisition of Commercial Sol- 
vents Corporation and the completion of 
the acquisition of Sobin Chemicals, Inc., 
in the three-year period cost $146 million. 
Another $84 million has been spent for 
work in progress on a second large am- 
monia plant and for the purchase of a 
block of natural gas and oil property. 
With the exception of the Sobin part of 
the business, chemicals have not yet con- 
tributed significantly to IMC earnings. 
However, this fiscal year the second am- 
monia plant will come on stream, and 
this production, plus improved operation 
of our existing ammonia plant and much 
better economic conditions, will start 
delivery of the earnings we expect from 
our chemical effort. 

In our industrial business, capital ex- 
penditures over the three years have 
totaled a modest $53 million. Most of the 
effort was focused on developing produc- 


tion and marketing in growth areas, along 
with terminating a number of miscella- 
neous activities. During fiscal 1976 con- 
struction began on a $32 million joint- 
venture ferrosilicon plant which will con- 
tribute to earnings in the current year. 

For all IMC operations, capital spend- 
ing for fiscal 1977 is expected to total 
$140 million, with $39 million committed 
to the completion of the second ammonia 
plant and IMC’s share of the ferrosilicon 
operation. Another $20 million will be 
spent on starting construction of a new $36 
million animal feed phosphate facility. 

We plan to continue our practice of 
forecasting the year’s earnings at the 
Annual Meeting of shareholders in 
October, but very preliminary estimates 
indicate a decline in fiscal 1977 earnings 
in the range of 20 percent to 25 percent, 
with more favorable trends beginning 
late in the year. 

Of special note in the earnings picture: 
for the first time, operations other than 
the fertilizer business will be significant in 
the scheme of things. We expect that the 
chemicals and industrial businesses will 
contribute from 40 to 50 percent of fiscal 
1977 earnings. These two businesses are 
illustrated beginning on page 12. 

As stated at the last two Annual Meet- 
ings, a return of 15 percent to 20 percent 
on shareholders’ equity seems to be a 
reasonable target for IMC. Even though 
fiscal 1977 will be a year of substantial 
adversity in the fertilizer area, we expect 
to hold in that range. 

Our responses to corporate social 
responsibilities are discussed later in this 
Annual Report. Last year we presented 
in some detail our efforts to help increase 
world food production. This year there is 
a special report on pages 8 through 10 
commenting on IMC and the environment. 

Our sensitivity to social obligations, of 
course, extends beyond hunger and 
environmental protection, and comments 
on other matters are planned in the future. 

While the period of extraordinary 
profits was too brief to encourage lack of 
attention to profit responsibilities, the 
sudden change in the business climate 
brings new demands and pressures. IMC’s 
employees are responding nobly to the 
challenge, and for this I express my 
appreciation. 


Sincerely, 


epee 


August 16, 1976 


Operating Review 


Agriculture 

The $653.6 million in sales and $187.7 
million in pre-tax earnings (earnings before 
income taxes) recorded by IMC’s agricul- 
tural operations in fiscal 1976 compared 
with 1975’s $748.6 million in sales and 
$216.3 million in pre-tax earnings. 

Nineteen seventy-six results marked a 
return to more normal conditions after 
some 24 months of unprecedented ferti- 
lizer demand, artificially stimulated by 
shortages and the fear of shortages. By 
mid-year, shortage psychology and new 
capacity had filled supply pipelines from 
mine to farm, domestic and offshore. 
Later, production cutbacks and an excel- 
lent spring planting season started the 
clearing necessary for improvement of the 
business. 

American farmers planted 345 million 
acres in fiscal 1976, up five million acres 
from the previous year and the highest 
acreage planted in 20 years. An estimated 
45 million tons of fertilizer went onto the 
ground across the United States during 
the year, a 7 percent increase over the 
previous year and a scant 3 percent be- 
low the record level of the 1973-74 
planting year. 

IMC shipments and production of 
major agricultural products in 1975 and 
1976 were: 


. Shipments Production 
(In millions of tons) 1976 1975 1976 1975 


Phosphate rock 11.6 11.6 2i et 
Concentrated 


phosphates 1.4 8 1.3 7 
Potash 2.8 3:3 2.7 3:7 
Mixed fertilizers 1.1 12 1.1 1.2 


Contributions to pre-tax earnings by 
agricultural products were: 


(Dollars in millions) 1976 1975 
Phosphate rock $122.0 $120.2 
Concentrated 

phosphates 20.4 21.1 
Potash 41.3 51.8 
Mixed fertilizers 5.6 18.3 
Other (1.6) 4.9 


Total pre-tax earnings $187.7 


$216.3 


Among significant events and develop- 
ments in IMC’s 1976 agricultural opera- 
ations: 

Phosphate Rock 

> Phosphate rock prices, domestic and 
export, averaged about $22 per ton, com- 
pared with $20 per ton for fiscal 1975. 
Prices on new business secured in the last 
half of the year declined approximately 
26 percent. 


4 


> Sixand a half million tons of the 
domestic sales of phosphate rock were 
sold on long-term contracts (agreements 
of more than a year’s duration) with 
escalations for cost increases. While ex- 
port business is more profitable than 
domestic, the price spread is distorted by 
differences in grades, sales terms and con- 
ditions, and the benefits in long-term 
arrangements. 

> The IMC Resource Development 
Group, following up on its discovery of 
phosphate-bearing rock in northern 
Ontario, completed a first-phase feasibil- 
ity study which confirmed initial projec- 
tions of a phosphate presence. Further 
development will depend upon additional 
technical and marketing studies. 

> Rock inventories at year-end were at 
2.7 million tons, compared with 1.9 mil- 
lion tons at the close of fiscal 1975. The 
1976 tonnages approximate the optimum 
working stocks. 

Potash 

> IMC produced 2.1 million product 
tons of muriate of potash, 1.9 million tons 
in Saskatchewan and 213,000 tons in New 
Mexico; specialty potash from New 
Mexico accounted for another 542,000 
product tons. 

> With production curtailed during most 
of the year, muriate of potash inventories 
stood at 267,000 tons at the end of fiscal 
1976, compared with 348,000 tons at the 
close of 1975. 

> Across all potash products, the average 
selling price was $46 per ton in fiscal 1976 
and $40 per ton in 1975. 

> Total Canadian taxes on potash aver- 
aged $21 per ton in fiscal 1976, compared 
with $19 per ton in 1975. 

> The IMC Resource Development 
Group intersected potash in four of six 
test holes drilled in its exploration of the 
potash and salt prospect in New Bruns- 
wick; substantial additional drilling, 
analysis, and process testing must precede 
any decisions on economic feasibility. 

> The Saskatchewan government moved 
ahead with its plans to acquire “some or 
all” of the province’s potash mines; a 
special update on the situation begins on 
the next page. 


IMC’s Saskatchewan potash operations turned 
out 1.9 million tons of product in fiscal 1976, 
more than any other private producer in the world. 


Concentrated Phosphates 
> Anew $106 million phosphate chemi- 
cals complex came on stream in Florida 
in very troubled times, but contributed 
modestly to operating profit. Most im- 
portant, the total complex has been 
tested operationally, and all units are 
ready to produce above design when 
market conditions permit. 
> Concentrated phosphate inventories 
were at 103,000 tons compared with 
1975’s 127,000 tons. Here, as in phos- 
phate rock, the 1976 tonnages approxi- 
mate the optimum working stock. 
> New $36 million animal feed ingre- 
dients facility is scheduled for con- 
struction to produce the company’s line 
of dicalcium phosphate products; the 
present dicalcium phosphate plant 
is to be sold. 
> The company produced 333,000 tons 
of animal feed phosphates in 1976, a 12 
percent decrease from 1975’s 377,000 
tons. 
Mixed Fertilizers 
> Sales of Super Rainbow premium 
mixed fertilizers were up sharply for the 
year, recording a 31 percent increase over 
the previous year and accounting for 60 
percent of IMC’s branded mixed goods 
tonnage. 
> Mixed goods moved at excellent levels, 
with inventories at record lows of less 
than 3 percent of sales at year’s end. 
Future Considerations 

While exact figures on fiscal 1976 fer- 
tilizer consumption at home and abroad 
will not be available for some time, good 
sales results are evidenced by the indi- 
cated 7 percent increase in the United 
States and reassuring turnarounds in the 
export market. With some marginal 
plants closed and normal maintenance 
periods extended, this sales activity 
brought June 30, 1976, inventories of con- 
centrated phosphates and most nitrogen 
products into reasonable relationship 
with sales prospects. 

Producers’ inventories of potash 
were high at year-end, but field inven- 
tories were low. This situation indicates 
that producers’ shipments should in- 
crease briskly as fiscal 1977 progresses, 
and in July, an historically slow month 
for fertilizer materials, IMC’s potash 
sales were sharply ahead of the same 
year-ago month— 190,000 tons in July, 
1976, and 65,000 tons in July, 1975. 

Producers’ phosphate rock inventories 
will get back into balance with recovery 
in the concentrated phosphate market. 


Although excess capacity exists in the 
fertilizer industry, fiscal 1977 starts with 
the prospect that farmers everywhere will 
plant “fence to fence” in the year ahead; 
in the United States, commodity price 
levels provide the incentive for large 
applications of all fertilizer products. 

In animal feed ingredients, a sales ton- 
nage increase of 15 percent to 17 percent 
is anticipated for fiscal 1977, and an in- 
crease of another 8 percent in fiscal 1978. 

IMC’s mix of long-term contracts and 
spot sales efforts is serving the company 
well. While some problem contracts re- 
main on the books, substantial improve- 
ments were negotiated in fiscal 1976. Ex- 
pirations and other negotiations will 
occur this year and next. 

Events in Saskatchewan 

The company has, in numerous reports 
to shareholders, discussed its relations 
with the government of Saskatchewan. 

In view of the magnitude of the invest- 
ment and the importance of Canadian 
potash in our long-term plans, a chronol- 
ogy of significant events follows. 

1970 Saskatchewan Liberal Party gov- 
ernment imposes potash conservation 
regulations, which include floor price and 
production controls. 

1971 New Democratic Party comes into 
office in Saskatchewan and continues 
potash regulations. 

1972 One producer enters suit challeng- 
ing constitutionality of 1970 conservation 
regulations; Canadian federal govern- 
ment joins in suit. 

Saskatchewan government im- 
poses proration fee of 60 cents per ton of 
potash produced. 

1973 Prices exceed minimum floor price. 

Proration fee is doubled to $1.20. 
1974 Provincial government institutes 
complicated reserve tax, and federal 
government changes its income tax laws 
to deny deductibility of all provincial 
mining taxes, bringing effective total tax 
rate for Saskatchewan potash industry to 
as much as 97 percent at 1974 price levels. 

All producers granted production 
licenses for 100 percent of rated capacity; 
floor price regulations terminated. 


1975 Conservation regulations found 
unconstitutional by trial court (currently 
on appeal by provincial government). 

Province allows royalties and 
mining taxes as a deduction for provincial 
income tax determination; total effective 
tax rate remains in excess of 90 percent. 

Province amends reserve tax regu- 
lations to limit total provincial/federal 
incremental taxes to about 90 percent of 
any increase in selling price, to require 
producers to file detailed financial in- 
formation, and to permit the government 
to inspect the property, books, and 
records of the producers; total effective 
tax rate remains in excess of 78 percent. 

Eleven companies, including IMC- 
Canada, bring suit challenging constitu- 
tionality of reserve tax (case still in 
courts). 

Proration fee ($1.20 per ton) con- 
stitutionality challenged by 10 companies, 
including IMC-Canada (suit still in 
courts). 

Potash producers release consoli- 
dated industry data showing only 5.6 
percent return on industry investment in 
fiscal 1975. 

1976 Provincial government passes legis- 
lation to permit expropriation of private 
potash assets. 

Producers provide financial data 
requested by provincial government. 

Nine companies, including IMC- 
Canada, bring a third suit against Sas- 
katchewan government, alleging taxes 
violate early contracts which fixed level of 
production royalties until 1981. 

Province announces purchase of 
the assets of one producer; two other pro- 
ducers’ assets reported to be in process of 
evaluation. (IMC-Canada is not a willing 
seller, and has not been approached by 
the government.) 


The problems resulting from this long 
history of deteriorating relationships are 
not resolved by provincial acquisition of 


one or more potash mines. It is hoped that 
government-industry discussions, re- 
opened in August, will lead to a partial if 
not a complete resolution of these 
differences. 


Key Managers: Agriculture Group 


Anthony E. Cascino IMC Executive Office 
Judson H. Drewry Operations 

Sidney T. Keel Marketing 

Thomas J. Regan Materials Management 
Oscar T. Stutsman Finance 


Marketing 

Harry L. Carroll Domestic Marketing 
Donald E. Phillips Mixed Fertilizers 
Frederick J. Blesi Product Management 


and Development 
T. Jackson Cleghorn Florida Real Estate 
Erik C. Ekedahl Asia/Pacific Sales 
Herbert T. Peeler Animal Health and Nutrition 
Luis J. Vergne Overseas Sales 
Christopher C. Williams Domestic Sales 


Operations 

Billie B. Turner Florida Operations 

Allen P. Blackmore Ontario Phosphate Operations 

Colin A. Campbell Florida Minerals Operations 

Thomas L. Craig Florida Chemicals Operations 

Dee L. Dibble Operations Administration 

Robert W. Hougland Carlsbad Potash 
Operations 

William J. Huston Esterhazy Potash Operations 


Industry 


IMC’s industrial materials business 
turned in 1976 pre-tax earnings of $25.5 
million on sales of $351.2 million. Com- 
parable 1975 figures were $39 million in 
pre-tax earnings and $433.9 million in 
sales. 

The year began with primary markets 
for IMC’s industrial materials at their 
lowest ebb since World War II, causing a 
year-to-year sales decline of 20 percent. 
Sharply reduced output by the world 
steel and aluminum industries particularly 
affected sales of petroleum coke. 

Markets improved generally through- 
out the year, strongly in foundry products 
where a sparkling recovery by the auto 
industry generated sales that more than 
offset reduced volume to a laggard non- 
automotive foundry market. 

In ferroalloys and metals, market 
shares were increased in some key prod- 
ucts, and last-half sales of ferrosilicon and 
ferrochrome responded to production up- 
turns in the steel, stainless steel, and auto 
industries. Other significant events and 
developments in 1976: 
> The industrial materials businesses, 
after three years of development, were 
organized as the IMC Industry Group 
(see pages 12 through 17). 
> Petroleum coke sales decreased by $43 
million in 1976 compared with 1975. 


New phosphate chemicals plant in Florida is 
largest and most modern in world, with annual 
design capacity of 600,000 tons of P.O; 
(available phosphate). 


> Construction began on a 75,000-ton- 
a-year ferrosilicon furnace at Bridgeport, 
Alabama; the project, a 75 percent IMC- 
owned joint venture with Allegheny 
Ludlum Industries, is on schedule toward 
completion next spring. 

> An expansion project at Bakersfield, 
California, will produce fluid calcined 
coke to serve select markets. 

> Foundry products operations in the 
Detroit area were consolidated, doubling 
capacity as well as providing room for 
additional expansion. 

> Expansion of a South African chrome 
mine continued on schedule toward com- 
pletion early in calendar 1978; will boost 
annual capacity to 500,000 tons from cur- 
rent 300,000 tons. 

> New lines of foundry resins and com- 
patible Redford core- and mold-making 
machines were introduced. 

> Anew plant came on stream at Rock- 
wood, Michigan, designed to produce 
resin-coated foundry shell sands—a new 
product line. 

> IMC’s Oliflux, a fluxing and cleansing 
agent used in the production of steel, 
moved from the testing stage into the 
marketplace. 


Key Managers: IMC Industry Group 


George B. Howell President 

Anton F. Kuzdas Executive Vice President 
Alan B. Wagner Administration 

John L. Dentzer Finance 


Business Managers 

George T. Baebler Foundry Products 
Nugent Comyn Lavino S. A. 

Joseph E. Doninger McWhorter Resins 
Eric Lomnitz Continental Ore Europe Ltd. 
John T. Lumis Carbon Products 

I. David Paley Ferroalloys and Metals 
Henry Siegmann Minera Continental S. A. 


Chemicals 


IMC’s chemicals business, after a first- 
half ammonia plant breakdown and ni- 
troparaflin production problems, showed 
pre-tax earnings of only $12.4 million 
for the year on $255.2 million in sales. 
The 1975 figures, $19.5 million in pre-tax 
earnings and $120.4 million in sales, are 
not comparable with 1976’s because IMC 
did not fully own either Sobin Chemicals 
or Commercial Solvents for all of fiscal 
1975. One hundred percent of Sobin was 
owned for four of the 12 months, and 100 
percent of Commercial Solvents for two 
months. If IMC had owned both com- 
panies for the whole 12 months, the 1975 
pre-tax earnings of the chemicals business 
would have been about $43 million on 
$268.8 million in sales. 


Ammonia and ammonia-derived prod- 
ucts constitute a major part of IMC’s 
chemicals business. Production is back 
on track, and the completion of a second 
ammonia plant next spring will more than 
double IMC capacity, bringing the annual 
capacity total to about 730,000 tons. 

Of this total output, approximately 98 
percent will be sold on contracts or 
destined for internal consumption; 
175,000 tons of this total, committed 
at very low prices many years ago, will 
become available for sale at market prices 
late in 1977. 

During the year IMC enhanced its 
existing supplies of natural gas, the raw 
material for ammonia production, with 
the $38.5 million purchase of gas and oil 
producing properties located principally 
in Louisiana. The purchase was made by 
wholly-owned IMC Exploration 
Company. 

The acquisition added reserves now 
estimated at 71 billion cubic feet of gas 
and five million barrels of oil and con- 
densate. IMC now has ownership or 
control, including long-term contracts, of 
substantially all its gas requirements for 
the existing and new ammonia plants 
through the planned pay-out period on 
these properties. 

At the end of fiscal 1976 IMC owned 
gas reserves in Louisiana totaling 112 
billion cubic feet, together with five 
million barrels of natural gas liquids, and 
controlled an additional 111 billion cubic 
feet of reserves made up of royalty gas 
and gas on contract. This gives IMC 223 
billion cubic feet of gas reserves, which 
are supplemented by 55 million cubic feet 
of gas per day under long-term contracts 
with gas transmission companies. 

Exploration and development spend- 
ing totaled $7.4 million in 1976, and IMC 
Exploration Company continues the 
hunt for additional hydrocarbon reserves. 

Other significant events and develop- 
ments in the chemicals business in 1976: 
> The chemicals business was consoli- 
dated as a wholly-owned subsidiary, 

IMC Chemical Group, Inc. (see pages 18 
through 23). 

> A three-month shutdown of ammonia 
operations limited the year’s production 
to 279,000 tons, with sales at $18 million; 
current ammonia production is above 
annual capacity of about 340,000 tons. 


> A new business area, Chemicals Inter- 
national, was created to carry on interna- 
tional marketing; the business is 

U. S.-headquartered, with offices in 
London and Hong Kong. 

> NYMA,N.V., a Dutch manufac- 
turer of specialty chemicals, was acquired 
for $4.5 million. 

> Two old feldspar production plants in 
North Carolina were closed and their 
production transferred to an efficient 
new complex. 

> For the first time, bulk shipments of 
nepheline syenite and high purity Iota 
quartz penetrated the European market. 
> Demand was particularly strong for 
methylamines, carbon black, and feld- 
spathic materials, with operations run- 
ning at capacity or near-capacity. 

> Chlor-alkali sales to the pulp and 
paper industries ran 16 percent ahead of 
fiscal 1975. 

> Two of the Chemical Group’s four 
industrial explosives plants were closed 
during the year, with operations consoli- 
dated and expanded at the two remaining 
plants; closings did not affect capacity, 
and the consolidation created production 
efficiencies. 

> Ralgro, an anabolic growth-promoting 
agent for beef cattle and lambs, gained 
further acceptance by professional cattle 
raisers, and increased its market share. 

> Swine and poultry markets for veter- 
inary products continued strong. 

> Most pharmaceutical operations in 
Europe and Latin America, victims of 
currency devaluations and economic 
difficulties, were divested during the year 
at a modest gain. 


Key Managers: IMC Chemical Group, Inc. 


William S. Leonhardt Chairman 
Marvin B. Gillis President and 
Chief Executive Officer 
Julian M. Sobin Executive Vice President 
Lester G. Sobin Industrial and Organic Chemicals 
Graham W. McMillan Biochemicals 
Roger E. Secrist Hydrocarbons 
Ted R. Bialek Finance 


Business Managers 
O. Wayne Chandler Nitroparaffins 
Scott S. Chandler Veterinary Products 
Harold B. Conant Chemicals International 
Frank E. Daley Electrochemicals 
George L. Griffith, Jr. Trojan Explosives 
Lyle A. Holmes Industrial Minerals 
Robert E. Jones, Jr. Petrochemicals 
Robert B. Kayser Operations Planning, 
Industrial and Organic Chemicals 
Gene E. Roark Gas and Oil 
James J. Roveda Industrial Chemicals 
Keith S. Wood Chemicals International 
James A. Wylie Organic Chemicals 


IMC and the Environment 


IMC capital expenditures to protect the 
environment have increased almost six- 
fold in the last five years—from $3.5 
million in 1972 to $20 million in fiscal 
1976. 

In 1976 we spent $4.3 million at new or 
expanded operations and $15.8 million at 
existing operations. 

Moreover, additional capital outlays 
for environmental protection during the 
next three years are expected to reacha 
total of some $67 million. 

The breakdown: 

> 1977: $32 million. 

> 1978: $22 million. 

> 1979: $13 million. 

These expenditures will be for: 
> Air emission control. 

> Wastewater purification. 

> Land reclamation. 

> Solid wastes disposal. 

The figures include capital expenditures 
at existing operations ($53 million) and 
at operations under construction or 
planned for construction ($14 million), 
but they do not take into account any 
capital costs that may arise through 
acquisitions or the enactment of new 
environmental protection laws. 

The costs of operating our environ- 
mental control facilities are also on the 
rise, exceeding $10 million in 1976. 

Most of these expenditures are in direct 
response to the provisions of the U.S. 
Clean Air Act of 1970, the U.S. Water 
Pollution Control Act Amendments of 

1972, and the air and water protection 
regulations of the various states and 
Canadian provinces in which IMC and 
its subsidiaries operate. 

Our effort is directed by appropriate 
key personnel throughout the company’s 
operations and supported by a corporate 
staff of eight environmental and technical 
specialists. We are making progress, but 
we have problems. 

Paradoxically, in Florida—where we 
have major operations that have achieved 
either full compliance or more than full 
compliance—we are confronted by public 
expressions of concern over the phosphate 
industry's impact on the environment. 


From IMC’s ocean terminal near Tampa, 
phosphate-laden ships carry some five million 
tons of product each year to domestic and 
world markets. 


Fear has been voiced that: 

> The industry may be lowering water 
tables. 

> Expansion into new mining areas may 
contaminate air in centers of population. 
> Disturbance of uranium in the phos- 
phate ore may result in dangerous levels 
of radiation. 

> Reclamation of mined-out land is not 
proceeding fast enough. 

> Dams around artificial ponds may 
rupture and pollute waterways with phos- 
phatic clay wastes. 

Although current local, state, and 
federal environmental laws rigorously 
regulate the phosphate producers, on 
May 4, 1976, the President’s Council on 
Environmental Quality announced plans 
for preparation by the Environmental 
Protection Agency (EPA) of a Federal 
Environmental Impact Statement on the 
current and projected development of the 
phosphate industry in central Florida. 
The announcement stated that the plans 
will not establish a moratorium on exist- 
ing phosphate mining in the region. 

Next to tourism, phosphate is Florida’s 
largest industry, providing direct jobs for 
more than 11,000 men and women, 
meeting an annual payroll of $137 million, 
paying about $40 million in taxes at all 
levels of government, and supplying the 
phosphate rock and chemicals needed by 
U. S. and world agriculture. Historically, 
the state’s producers have drawn on the 
resources of the American Mining Con- 
gress, the Florida Phosphate Council, and 
The Fertilizer Institute in seeking solu- 
tions to environmental problems. The 
effort has paid off. For example, in IMC’s 
Florida operations: 
> Our $106 million phosphate chemicals 
complex, which came on stream in 1975, 
is in full compliance with all current 
standards and in advance compliance 
with EPA’s 1983 goal of zero discharge of 
water. 
> With state and federal authorities, we 
have developed a “recharge well” system 
of water conservation. These are wells 
that work in reverse—they drain rainfall 
down into the limestone far below the 
surface water table, replenishing a natural 
reservoir with water that otherwise 
would be lost through surface runoff. 
> The necessary equipment for dust 
control at our rock operations has been 
installed to keep us in full compliance 
with all regulations. 


> Weare reclaiming mined-out land at a 
rate greater than our mining operations 
use. 

Additionally, the industry continues to 
seek improvement in disposing of phos- 
phatic clay wastes, which absorb water 
in the production of phosphate rock. The 
current practice is to use artificial ponds 
in which the natural forces of sun, air, 
and vegetation gradually remove the 
water in the clay. But the producers, 
individually and in cooperation with the 
U. S. Bureau of Mines, are pursuing 
viable alternatives in an ongoing research 
program. A better way to dispose of these 
wastes is a major unresolved problem in 
the Florida phosphate industry. 

While IMC has no immediate plans to 
develop new mining properties in Florida, 
the company holds 30,400 acres of phos- 
phate rock reserves located approxi- 
mately 40 miles south of present opera- 
tions. During fiscal 1976, sufficient ex- 
ploration and development were com- 
pleted to indicate reserves of 120 million 
tons. Although more investigation has to 
be made, these new areas can provide a 
place to go when present workings are 
depleted, in 10 to 15 years at present pro- 
duction rates. Accordingly, IMC is deeply 
committed to all programs that will make 
the mining of phosphate compatible with 
the many other interests in the area. (IMC 
has phosphate properties in the western 
United States and in Australia on which 
no work was done last year. A Canadian 
phosphate first-phase feasibility study is 
discussed on page 4.) 

We have also moved ahead with 
environmental protection elsewhere in 
our operations across the United States 
and Canada. Progress has been good— 
many more problems solved than 
unsolved. Major 1976 problems: 
> EPA notices of air emission violations 
at our Sterlington, Louisiana, petro- 
chemicals complex; problem resolved by 
new construction and installation of new 
scrubber technology. 
> EPA notice of violation and civil suit 
for wastewater discharge at Sterlington 
nitroparaffin operations; alleged violation 
occurred during start-up of a new system 
of deep disposal wells. 


> EPA administrative order to establish 
environmental implementation plan on 
other Sterlington wastewaters; new equip- 
ment and technology under investigation. 
> EPA suit in connection with our chlor- 
alkali plant condition at Ashtabula, Ohio; 
suit satisfactorily settled and condition 
satisfactorily remedied. 

Elsewhere throughout the Corporation 
we have achieved or have developed plans 
to achieve full compliance with present 
standards and are moving ahead on pro- 
grams to meet more rigid standards 
before they fall due. One particularly 
bright spot in 1976: our Rainbow mixed 
fertilizer operations received the Ala- 
bama Governor’s Award as the state’s 
outstanding industrial example of air 
emission control. 

Beyond current accomplishments, 
problems, and planned expenditures, the 
unknown always lies ahead. Toxic sub- 
stances control legislation, now under 
debate in Congress, and any new surface- 
mining legislation could pose require- 
ments with dimensions dependent upon 
the provisions of the final laws. 

While we cannot read the future, the 
trend is clearly toward more controls and 
considerable increases in costs. 


Corporate Affairs 


Dividends 
The dividend on the common stock was 


increased to 60 cents a share in June, 
1976, from the 50 cents a share paid in 
each of the preceding four quarters. Dur- 
ing the year about 614 percent of the 
Corporation’s U. S. holders of common 
stock participated in an automatic divi- 
dend reinvestment service, in which 
Citibank of New York acts as agent for 
shareholders. 

Stock Exchange Listings 

IMC common stock became listed on 
the Paris Stock Exchange in fiscal 1976. 
In addition, the stock continues to be 
listed in the United States on the New 
York, Midwest, and Pacific Stock 
Exchanges. The ticker symbol is IGL. 
Labor Relations 

The Corporation has 51 collective 
bargaining agreements in effect with eight 
international unions or their affiliated 
locals. During fiscal 1976, 25 agreements 
were negotiated covering 50 percent of 
the hourly work force; all negotiations 
were concluded without a work stoppage. 
Twenty-three agreements representing 33 
percent of the hourly work force will 
expire during fiscal 1977. 

Certificate of Incorporation and By-Laws 

The Corporation’s Certificate of 
Incorporation and the By-Laws were 
amended at the October, 1975, Annual 
Meeting of shareholders. 

The Certificate of Incorporation was 
amended to increase the number of 
authorized shares of IMC common stock, 
par value $5 per share, which the Cor- 
poration shall have authority to issue, 
from 20 million to 50 million shares. 

The Certificate of Incorporation was 
further amended to create a new class of 
IMC stock, designated “Second Series 
Preferred Stock,” consisting of 3 million 
shares, par value $1 per share, which 
would be subordinate to the Preferred 
Stock and existing Series Preferred Stock, 
and to reduce the number of authorized 
shares of Series Preferred Stock, par value 
$100 per share, from 1 million to 192,743 
shares. Conversions into common stock 
reduced this number to 120,000 shares 
during the year. 
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The Certificate of Incorporation and 
the By-Laws were amended to increase 
the size of the Board of Directors from 
not less than 9 nor more than 12 Directors 
to not less than 12 nor more than 16. 
New Directors 

Four IMC corporate officers were 
elected to the Board of Directors in 
October, 1975, increasing the Board’s 
membership from 12 to 16. They are 
Anthony E. Cascino, George D. 
Kennedy, William S. Leonhardt, and 
Robert C. Wheeler. Mr. Cascino has 
been Executive Vice President—Agricul- 
ture and a member of the Executive Office 
since 1969. Mr. Kennedy has been 
Executive Vice President— Industry and 
Business Development and a member of 
the Executive Office since 1971. Messrs. 
Leonhardt and Wheeler both joined IMC 
following the acquisition of Commercial 
Solvents Corporation in May, 1975; Mr, 
Leonhardt is an Executive Vice President, 
and Mr. Wheeler a Senior Vice President. 
Equal Employment Opportunity 

The IMC Executive Office appointed 
an Equal Employment Opportunity 
Committee as part of an ongoing com- 
mitment to ensure opportunities within 
the Corporation for women and members 
of minority groups. The committee mem- 
bership, representing a cross-section of 
IMC’s business areas and interests, sets 
short- and long-term goals, and recom- 
mends programs to implement those goals. 
Legal Proceedings 

On June 29, 1976, a federal grand jury 
returned an indictment charging IMC and 
several other U. S. potash producers with 
a misdemeanor under the Sherman Anti- 
trust Act. The indictment alleges that the 
defendants and others unnamed con- 
spired to restrict the amount of potash 
produced in the United States, to stabilize 
and raise the prices for potash produced 
and sold in the United States, and to 
restrict exports and imports of potash. 
The indictment states that these actions 
were accomplished by coordinating U. S. 
and Canadian production and prices, and 
by assurances to the government of Sas- 
katchewan with respect to that govern- 
ment’s regulation of potash production 
and prices. IMC has categorically denied 
the charges, and on July 9, 1976, the Cor- 
poration and the other defendants en- 
tered pleas of not guilty. 

Also on June 29, the federal govern- 
ment filed a companion civil action 
against the same defendants setting forth 
essentially the same allegations and seek- 
ing an injunction against the alleged illegal 
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acts, and other relief. On July 29, IMC 
filed an answer denying these allegations. 

Following the indictment and govern- 
ment civil action referred to above, sever- 
al private treble damage actions were 
filed against the same defendants on the 
basis of substantially similar allegations. 

In one of these actions the plaintiffs 
assert that they represent asa class all 
farmers throughout the United States 
who purchased potash from 1969 to the 
present. In another suit the plaintiffs 
purport to represent all purchasers of 
more than $5,000 worth of potash per 
year from the defendants between 
January, 1969, and December, 1974. 

In the other private suits, plaintiffs also 
allegedly represent classes of potash 
buyers. IMC plans to defend itself 
vigorously against the allegations in these 
actions. The damages claimed in each 
case are unspecified. 

Meanwhile, an investigation of the 
fertilizer industry by the Antitrust Divi- 
sion of the Department of Justice con- 
tinues with respect to phosphate and 
nitrogen. Phosphate aspects are now being 
handled by a recently impaneled grand 
jury in Chicago, and nitrogen by a New 
York grand jury. 

For a discussion of certain litigation 
involving the Saskatchewan government, 
see Events in Saskatchewan on page 5 and 
Notes to Consolidated Financial State- 
ments, page 37. 

Debenture Offering 

A public offering of $100 million of 
9.35 percent sinking fund debentures due 
November 1, 2000, was successfully 
placed in November, 1975. The Corpora- 
tion received an “A” rating on these 
debentures from Standard and Poor’s 
and from Moody’s, up from “BBB” and 
“Baa” on our prior bond issue. Net pro- 
ceeds from the offering were added to the 
funds of the company for general cor- 
porate purposes, including capital expen- 
ditures and working capital requirements. 
Employee Stock Ownership Plan 

In fiscal 1976, IMC became one of the 
first companies in the nation to establish 
an Employee Stock Ownership Plan 
(ESOP), under provisions of the Tax Re- 
duction Act of 1975. Accounts for all 
U.S. salaried employees, except for 
officers and other members of senior 
management, were credited with shares of 
IMC common stock, contributed by the 


company. The number of shares in each 
employee’s account was based on the 
employee’s salary level. The company 
obtains an additional | percent invest- 
ment tax credit for its contribution to the 
plan. The ESOP provisions are scheduled 
to expire on December 31, 1976, but Con- 
gress is considering an extension; IMC 
plans to continue to participate as long as 
the ESOP provisions exist. 

This plan complements an existing 
employee investment program, now in its 
seventh year, which is voluntary and open 
to all salaried employees in the United 
States and Canada. In the investment 
program, IMC matches a percentage of 
each participant’s selected payroll 
deduction. 

Management Changes 

William S. Leonhardt, an IMC 
Executive Vice President who had been 
serving as President of IMC Chemical 
Group, Inc., was named Chairman of 
the Group, and Marvin B. Gillis, an IMC 
Senior Vice President who had been serv- 
ing as head of Agricultural Operations, 
was named President and Chief Executive 
Officer of the Chemical Group. Julian M. 
Sobin, an IMC Senior Vice President, 
was named Executive Vice President of 
the Chemical Group. 

George B. Howell, an IMC Senior Vice 
President, was named President of the 
IMC Industry Group, with Anton F. 
Kuzdas, an IMC Vice President, named 
Executive Vice President of the Group. 

Judson H. Drewry, who had been serv- 
ing as Vice President— Florida Opera- 
tions, was elected a Senior Vice President 
and succeeds Dr. Gillis as head of opera- 
tions in the Agriculture Group. 

James T. Gibson, Jr., who had been 
serving as IMC Vice President and 
Treasurer, was named to the newly 
created position of Vice President— 
Administration. 

Donald E. Phillips, who had been 
serving as IMC Vice President— 
Administration, Agricultural Operations, 
was appointed Vice President— Rainbow, 
in charge of the Agriculture Group’s 
mixed fertilizer operations. 

Billie B. Turner, who had been serving 
as Division Vice President— Rainbow, 
was elected an IMC Vice President and 
named Vice President— Florida 
Operations in the Agriculture Group. 

Darrell L. Feaker, who had been serv- 
ing as Assistant Treasurer, was elected 
Treasurer of the Corporation. 
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Investment in Industry 


As little as five years ago, IMC’s indus- 
trial materials and chemicals businesses 
were significant only because they had 
worldwide marketing capabilities which 
could be supplied from a potential natural 
resource base. As such they represented 
an opportunity to build substantial earn- 
ings outside the realm of fertilizers, the 
company’s historic source of major 
income. 

The momentum of a development and 
acquisition program to realize the oppor- 
tunities in these two businesses reached an 
investment of $127 million in 1974, $290 
million in 1975, and $417 million in 1976. 

On the following pages is a look at 
IMC’s industry and chemical groups. 

Today the IMC Industry Group brings 
together into one general industrial busi- 
ness the major operating areas of carbon 
products, ferroalloys and metals, and 
foundry products. 

Sales and earnings information for the 
Group is included in the business unit 
summary on page 25. 

The Group’s marketing and sales force 
operates worldwide. Primary markets 
are the steel and foundry industries; alu- 
minum producers and utilities are also 
important buyers. 

A share of IMC’s industrial products is 
obtained through purchases, agency re- 
lationships, and trading activities, but a 
growing portion of the business is ac- 
counted for through key acquisitions and 
expansions into basic mining and pro- 
duction areas. 


Sale of refractories business at 


book value. 


Consolidation of trading, metals 


and industrial businesses. 
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Charted here is the development 
of IMC’s investment in the Indus- 
try Group over the last three 
years. This investment stood at 
$61.2 million at the close of fiscal 
1974, rose to $82.6 million in 
1975, and reached a total of 
$118.6 million in 1976. Acquisi- 
tions, new construction, con- 
solidations, divestments—all 
have played their part in forming 
the IMC Industry Group. 


Acquisition of Republic Carbon 49" 
Products, Inc. a9 
Acquisition of Tennessee Alloys 
Corporation and Tennessee 
Metallurgical Corporation. 


Start-up of expansion to double 
capacity of Aristo oils and resins, 
and Redford machinery. 


Ferroalloys & metals 


Start-up of construction on 
$34 million ferrosilicon 
furnace, joint venture with 
Allegheny Ludlum Industries. 


Increase in working capital 
requirements. 


Formation of IMC Industry 
Group. 


oalloys g metals 


Carbon Products 
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Left: New 75,000-ton-a-year ferrosilicon fur- 
nace at Bridgeport, Alabama, will boost total 
IMC ferrosilicon capacity to 107,000 tons per 
year. The project, 75 percent owned by IMC, 
is a joint venture with Allegheny Ludtum 
Industries. 


Above: Foundry resins, oils, and core- and 
mold-making machines are produced at new 
and larger site in Detroit, heart of the 
automotive industry. 
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Recent modification of petroleum coke cal- 
ciner at Bakersfield, California, will produce 
increased quantities of calcined fluid coke. 
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Above and at left below: Industry Group's Steel mills and foundries are served by 
terminal at Long Beach, California, ships ferrosilicon plant at Kimball, Tennessee. 
petroleum coke and metallurgical coal to 

customers across the world. 
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Investment in Chemicals 


IMC Chemical Group, Inc., is a wholly- 
owned subsidiary established in May of 
1976 to unify and optimize the strengths 
represented in the company’s several 
chemicals-oriented businesses. 

Sales and earnings information for the 
Group is included in the business unit 
summary on page 25. 

These operations, based on a unifica- 
tion of the Commercial Solvents and 
Sobin Chemicals organizations, produce, 
market, and trade in a range of basic and 
specialty chemicals including petrochem- 
icals, chlor-alkalis, fine chemicals, organic 
chemicals, industrial minerals, industrial 
explosives, and veterinary products. 

A relatively few basic raw materials are 
used to produce these product lines. 
Through research, unique chemical reac- 
tions have been developed which trans- 
form these simple raw materials into 
building blocks for hundreds of end prod- 
ucts dissimilar in final form, use, and 
market orientation. 

The Chemical Group’s principal build- 
ing blocks are natural gas, propane, 
potash, salt, and feldspar. Natural gas is 
the basic raw material for ammonia, 
which is used in the IMC production of 
nitrogen fertilizers, industrial explosives, 
and other chemical derivatives. Propane 
is the basic raw material for nitro- 
paraffins, a large family of compounds. 
Potash and salt, through electrolysis, 
produce caustic soda, caustic potash, and 
chlorine; further processing yields potas- 
sium carbonate and chloropicrin. 
Feldspathic materials provide strength 
and chemical durability in glass products 
and serve as a flux in ceramic products. 


Increase of ownership position in 
Sobin Chemicals, Inc., from 
37 percent to 81 percent. 


Acquisition of 38 percent of 
Commercial Solvents Corporation 
common stock. 


Acquisition of chlor-alkali and 
18 fine chemical plants from 
Detrex Chemical Industries. 


IMC’s investment in IMC Chemi- 

cal Group, Inc., has risen from 

$65.5 million at the close of fiscal 

1974 to $298.0 million at the 1976 

year-end. The Group has been 

created principally through the 

development of full ownership 

positions in Sobin Chemicals, 

Inc., and Commercial Solvents | 
Corporation. | 


Start-up of construction on $70 
million ammonia plant. 


Increase of ownership position in 
Commercial Solvents Corporation 
to 100 percent. 

Increase of ownership position in 
Sobin Chemicals, Inc., to 
100 percent. 


Hydrocarbons 


Continuation of ammonia 
plant construction. 


Expansion of nitroparaffins 
facilities. 

Acquisition of NYMA, N.V. 
Acquisition of oil and gas 
producing company. 


Formation of IMC Chemical 
Group, Inc. 
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Left: Completion of new 390,000-ton-per-year 
ammonia plant next spring at Sterlington, 
Louisiana, will more than double IMC 
Chemical Group’s capacity, bringing total 

to 730,000 tons. 


Above: Refrigerated storage tank at new 
Sterlington piant will hold 30,000 tons of an- 
hydrous ammonia at 28 degrees below zero. 


Electrolytic cells at chlor-alkali plant in 
Orrington, Maine, produce chlorine and 
caustic soda for the pulp and paper 
industries. 


Above: Two stories high, new biender at 
Seiple, Pennsylvania, chemical plant mixes 
polyol at the rate of 40,000 pounds per hour 
for the paint and coating industries. 


Left below: Brine utilized in Orrington caustic 
soda production moves through a closed 
system of tanks and pipes to electrolytic cells, 
then is treated for use again and again. 


Drillers under contract to IMC sink another 
well in the company’s natural gas fields in 
Louisiana to provide more of the raw material 
from which ammonia is made. 
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Financial Review 


Fourth Quarter Operations 


Sales for 1976’s fourth quarter were vir- 
tually the same as a year ago and as 1976’s 
third quarter ended March 31. Fourth 
quarter net earnings, however, were 
$14.6 million less than last year’s earnings 
before an extraordinary tax credit and 
$6.8 million less than the March quarter. 
The fourth quarter decline in earnings is 
principally due to lower prices and higher 
costs for agricultural and industrial prod- 
ucts in comparison to a year ago and last 
quarter. These adverse factors were parti- 
ally offset by improved results in IMC’s 
chemical business, due primarily to 
production gains in ammonia and 
nitroparaffins. 

On a per share basis, primary earnings 
in the fourth quarter declined 95 cents or 
36 percent from last year’s earnings 
before an extraordinary tax credit and 
declined 41 cents or 20 percent from the 
1976 March quarter. Fully diluted earn- 


Quarterly Information: Fiscal 1976 


ings per share declined 78 cents or 33 per- 
cent from last year’s earnings before an 
extraordinary tax credit and declined 

36 cents or 18 percent from the 1976 
March quarter. Part of the reduction in 
primary per share earnings this quarter is 
due to conversions of preferred stock 

and debentures. 

The 1975 fourth quarter extraordinary 
item represents realization of investment 
tax credits which were used in determin- 
ing provisions for income taxes in prior 
years. 

Income tax provisions for the 1976 
fourth quarter were lower than last year 
and last quarter as a result of lower earn- 
ings and a change in the estimate of the 
effective Canadian income tax rate. On a 
consolidated basis, the fourth quarter’s 
effective tax rate was 27.0 percent com- 
pared to 32.4 percent a year ago and 43.3 
percent in the March quarter. 


Earningst Dividends 


(In millions except per share amounts) Sales Earnings * Per Share Per Share 
First Quarter ended September 30 $ 292.2 $ 32.1 $1.86 $ .50 
Second Quarter ended December 31 313.7 37.7 2.16 -50 
Third Quarter ended March 31 320.3 36.2 2.07 .50 
Fourth Quarter ended June 30 333.8 29.4 1.66 .60 
_ o l $1,260.0 $135.4 $7.75 $2.10 
Quarterly Information: Fiscal 1975 
(In millions except per share amounts) 
First Quarter ended September 30 $ 286.6 $ 29.1 $1.85 $ .24 
Second Quarter ended December 31 328.0 40.4 2.48 32 
Third Quarter ended March 31 356.5 48.9 2.97 32 
Fourth Quarter ended June 30 331.8 43.4 2.61 50 
$1,302.9 $161.8 $9.91 $1.38 


*Earnings before extraordinary item. {Primary earnings before extraordinary item. 


Common Stock Prices 


First Quarter ended September 30 
Second Quarter ended December 31 
Third Quarter ended March 31 
Fourth Quarter ended June 30 


1975/76 1974/75 


$46 % — 3361% $31%—$21% 
444%%4— 32% 4014— 27% 
4214— 35% 40%— 30% 
385%,— 32% 4814— 37% 


Business Unit Summary (In millions except per share amounts and percentages) 


Years Ended June 30 1976 1975 1974 1973 1972 | 
Net Sales: Agriculture | 
Phosphate rock $ 201.6 208.8 75.4 45.0 41.2 | 
Concentrated phosphates 190.2 101.3 60.6 44.0 39.6 
Potash 104.0 115.7 81.6 57.5 54.7 
Mixed fertilizers 99.5 115.9 96.1 74.9 64.4 
Other 58.3 206.9 103.0 20.9 15.7 


$ 653.6 748.6 416.7 242.3 215.6 


Net Sales: Chemicals 


Hydrocarbons $ 108.9 16.0 — — = 
| Industrial and organic chemicals 126.6 100.4 67.9 — — 
Biochemicals 19.7 4.0 — — — 
$ 255.2 120.4 67.9 = = 
Net Sales: Industry 
Carbon products $ 167.8 210.6 80.8 66.7 64.0 
Ferroalloys 128.6 161.7 77.6 62.6 36.8 
Foundry products 34.5 32.7 26.4 23.2 18.8 
Other 20.3 28.9 189.1 153.1 156.0 


$ 351.2 433.9 373.9 305.6 275.6 
$1,260.0 1,302.9 858.5 547.9 491.2 


Earnings before income taxes* 


Agriculture $ 187.7 216.3 85.0 32.3 27.9 
Chemicals 12.4 19.5 5.9 — — 
Industry 25.5 39.0 5.5 3.8 (.7) 
$ 225.6 274.8 96.4 36.1 27.2 
Earnings” 
Agriculture $ 115.1 131.5 53.7 23.2 20.7 
Chemicals 6.4 12.2 3.2 — — 
Industry 13.9 18.1 5 2.3 ( .4) 
$ 135.4 161.8 57.4 25.5 20.3 
Primary earnings per share* 
Agriculture $ 6.59 8.05 3.36 1.44 1.25 
Chemicals .37 T5 .20 — — 
Industry 79 Lt .03 14 (.02) 
$ 7.75 9.91 3.59 1.58 1.23 
Invested Capital 
Agriculture $ 518.2 521.7 378.2 303.1 302.8 
Chemicals 298.0 206.7 65.5 — — 
Industry 118.6 82.6 61.2 79.9 87.7 
Return on invested capital 
Agriculture 22.2% 25.2% 14.2% 7.7% 6.8% 
Chemicals 2.1 5.9 4.9 — — 
Industry 11.7 21.9 8 2.9 — 


* Before extraordinary items. 


Note: Interest and corporate general expenses have been allocated among the businesses 
based principally on sales and invested capital. 


Five-Year Comparison 


Years ended June 30 1976 1975 1974 1973 1972 

Summary of Operations (In millions except per share amounts) 
Revenues $1 ,278.5 1,331.7 871.8 556.8 501.4 
Operating costs and expenses 1,024.7 1,034.4 750.9 508.3 459.9 
Loss on investments and discontinued operations — — 8.7 = G 
Interest charges 28.2 22:5 15.8 12.4 14.3 
Earnings before income taxes and extraordinary items 225.6 274.8 96.4 36.1 27.2 
Provision for income taxes 90.2 113.0 390 10.6 6.9 
Earnings before extraordinary items 135.4 161.8 57.4 25.5 20.3 
Extraordinary items* — 4.2 13.0 T = 
Net earnings 135.4 166.0 70.4 26.2 20.3 
Preferred stock dividend requirements 1.2 1.9 2.7 21 2.1 
Net earnings for common shares 134.2 164.1 67.7 24.1 18.2 
Per Share Data 
Primary earnings—before extraordinary items $ 715 9.91 3.59 1.58 1.23 
Primary earnings—net 7.75 10.17 4.44 1.63 1.23 
Fully diluted earnings—before extraordinary items 7.39 8.90 3.18 1.46 1.16 
Fully diluted earnings—net 7.39 9:13 3.90 1.51 1.16 
Common dividends 2.10 1.38 57 .29 AT 
Book value 32.00 25.95 16.79 12.83 11.48 
Average shares—primary 17.3 16.1 15.2 14.9 14.8 
Average shares—fully diluted 18.3 18.2 18.1 17.2 17.1 
Other Data (Dollars in millions) 
Total assets $1,248.9 1,087.5 744.5 555.0 534.5 
Working capital 279.0 184.9 195.7 132.2 124.8 
Property, plant and equipment, net 666.0 535.1 297.0 225.3 225.5 
Long-term debt, less current maturities 370.4 295.6 243.5 145.1 151:9 
Shareholders’ equity 580.7 457.9 309.2 249.6 229:7 
Invested capital 951.1 133:5 552.7 394.8 381.6 
Capital expenditures 154.9 165.3 97.1 22.0 15.4 
Depreciation and depletion 53.1 33.0 23.4 16.6 15.9 
Returns based on earnings before extraordinary items: 

Net sales 10.7% 12.4% 6.7% 4.7% 4.1% 

Shareholders’ equity 23.3% 35.3% 18.6% 10.2% 8.8% 

Invested capital 14.2% 21.5% 10.4% 6.5% 5.3% 
Number of shareholders, including beneficial owners 31,180 29,800 29,500 35,094 36,305 
Number of employees 9,674 10,455 6,589 6,165 6,222 
Common shares outstanding at end of fiscal year (In millions) 17.5 16.5 15.1 14.8 14.8 

*In 1975 and 1974, loss carryforward tax credits; in 1973, loss carry- ordinary items. If applied in earlier years, earnings before extraordinary 


forward tax credits, net of provisions for losses on discontinued 
operations. In 1974, IMC changed its accounting criteria for extra- 


items would have been $23.6 million ($1.45 per share) for 1973. 
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Management Discussion of Operations 


IMC’s operating revenues in 1976 de- 
clined $53 million or 4% from fiscal 1975 
after a 1975 increase of $460 million or 
53%. Net earnings in 1976 also declined 
$26 million or 16% from 1975’s earnings 
before an extraordinary tax credit. This 
decline followed a 1975 increase in earn- 
ings before extraordinary tax credits of 
$104 million or 182%. 

On a per share basis, primary earnings 
in 1976 declined $2.16 or 22% and fully 
diluted earnings declined $1.51 or 17% 
from 1975’s earnings before an extra- 
ordinary tax credit. Part of the reduction 
in primary per share earnings this year is 
the result of an increase in the average 
number of common shares from 16.1 
million shares in 1975 to 17.3 million 
shares in 1976; this increase is primarily 
the result of conversions of preferred 
stock and debentures. In 1975, primary 
earnings before an extraordinary tax 
credit increased $6.32 or 176% over the 
previous year and fully diluted earnings 
increased $5.72 or 180%. 

The 1976 decline in agricultural sales 
and earnings reflects a return to more 
normal conditions after nearly two years 
of record demand. The negative effect of 
lower volumes and higher costs (including 
an increased Saskatchewan reserve tax) 
was partially offset by higher average 
selling prices. Sales were also lower as a 
result of phasing out fertilizer material 
trading activities early in 1976; earnings 
from that sector, however, were not mate- 
rial. At the end of fiscal 1976, fertilizer 
industry capacity exceeded demand and 
fertilizer prices generally were lower than 
their levels of a year ago. 

Depressed conditions in the world steel 
and foundry businesses throughout most 
of fiscal 1976 adversely affected the in- 
dustry group’s sales and earnings in con- 
trast to 1975 when demand increased 
from a year earlier for several segments of 
that business. 

The pressures of inflation on salaries 
and wages and goods and services in the 
last two years have caused significant in- 
creases in costs and expenses. The Sas- 
katchewan reserve tax, first imposed in 
1975, increased the pressures and added 
$20.3 million to costs for that year; that 
tax was increased by $7.8 million in 1976, 


reaching a level of $28.1 million. Asa 
consequence of all these pressures, oper- 
ating costs and expenses as a percent of 
revenues increased to 80.2% in 1976 from 
77.7% in 1975 after declining from 86.1% 
in 1974. 

Since merger in May 1975, the accounts 
of Commercial Solvents Corporation 
(CSC) have been included in the consoli- 
dated financial statements. Prior to 
merger, IMC’s equity in earnings of CSC | 
(then owned 46 percent) was included as | 
a part of consolidated revenues. Had 
CSC been a wholly-owned subsidiary for 
all of fiscal 1975, consolidated revenues | 
and net earnings for that fiscal year on an 
unaudited pro forma basis would have 
been $1,506.5 million and $172.4 million, | 
respectively; primary and fully diluted 
earnings per share would have been 
$10.56 and $9.48, respectively. 

The contribution to IMC’s earnings by 
CSC’s businesses was reduced from a 
year ago because of ammonia and nitro- 
paraffin production problems that oc- 
curred during the first half of this year. 
Early in the second half of 1976, ammonia 
production problems were resolved and 
progress has been made in improving 
nitroparaffin production; these produc- 
tion gains contributed to improved results 
in the chemicals business during the last 
six months of 1976. 

In 1975 and 1976 interest charges in- 
creased by $6.7 million and $5.7 million, 
respectively, reflecting higher debt in- 
curred for the construction of a new 
phosphate chemicals plant in Florida in 
1975 and for capital expenditures that 
include construction of a new ammonia 
plant and other new plants and equip- 
ment, acquisition and development of 
mineral, oil and gas properties, and ex- 
pansion and renovation of existing 
facilities in 1976. 

Provisions for income taxes increased 
by $74.0 million in 1975 and decreased 
by $22.8 million in 1976 as a result of 
changes in earnings before income taxes 
and in taxes applicable to dividends from 
foreign subsidiaries. The effective tax 
rates in those two years increased from 
40.5 percent in 1974 to 41.1 percent in 
1975 and decreased to 40.0 percent in 1976. 
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Summary of Accounting Policies 


Principles of Consolidation 

Financial statements of all significant 
subsidiaries are consolidated. Invest- 
ments in nonconsolidated subsidiaries 
and significant affiliated companies where 
ownership exceeds 20% are carried at 
cost, adjusted for appropriate amortiza- 
tion of intangibles, allowances for losses 
and equity in net earnings or losses. 
Investments in other companies are car- 
ried at cost and dividends are included in 
earnings when received. The excess pur- 
chase cost over fair value of net assets of 
businesses acquired since November 1, 
1970 is amortized over periods of up to 
40 years; similar costs for businesses 
acquired prior to November 1, 1970 are 
not being amortized where in the opinion 
of management there has been no im- 
pairment of value. 
Translation of Foreign Currency 

The financial statements of foreign 
subsidiaries are translated in accordance 
with Standard No. 8 of the Financial 
Accounting Standards Board. The new 
standard had no material effect on the 
accompanying financial statements. 
Inventories 

Inventories are stated at the lower of 
cost or market (net realizable value). Cost 
is determined on the basis of cumulative 
annual averages and specific items. In 
1976, the last-in, first-out method was 
discontinued for a small segment of 
inventories, 
Exploration and Development Costs 

Mineral, gas and oil exploration costs 
are charged to expense as incurred. Intan- 
gible drilling costs for successful gas and 
oil wells are capitalized. 
Property, Plant and Equipment 

Property, plant and equipment are re- 
corded at cost. Repairs and maintenance 
are charged to expense as incurred; major 
renewals and improvements are capital- 
ized. Upon sale or other retirement of 
property, the cost and accumulated 
depreciation or depletion are removed 
from the accounts and any gain or loss is 
either included in earnings or charged to 
an allowance for plant closings, as 
appropriate. Depreciation is provided 
over estimated useful lives of 17 to 50 


years for buildings and 5 to 20 years for 
machinery and equipment using princi- 
pally straight-line and unit-of-production 
methods. Depletion or amortization of 
mineral, gas and oil properties and rights 
is provided in relation to estimated re- 
coverable reserves or deliveries under 
contract. 

Pension Plans 

IMC has pension plans which cover 
substantially all of its employees. Annual 
contributions are made for normal costs, 
as accrued, and past service costs which 
are being amortized over various periods 
up to 40 years. 

Common Stock Plans 

IMC has stock option plans under 
which options to purchase common 
shares may be granted to officers and 
other key employees. As options are 
exercised, the excess of proceeds over par 
value of stock issued is credited to capital 
in excess of par value. No amounts are 
charged to earnings in accounting for 
options. 

IMC also has performance share plans 
which provide for awarding common 
shares or cash to officers and key em- 
ployees upon achievement of specific 
performance objectives. Compensation 
expense equal to fair market value of 
shares has been recognized in the year 
the shares are earned under the plans. 

IMC contributes either cash or com- 
mon stock from its treasury to an em- 
ployee stock ownership plan; contribu- 
tions to the plan are equal to an addi- 
tional 1% investment tax credit. Such 
contributions are added to compensation 
costs with a corresponding reduction in 
the provision for income taxes. 

Income Taxes 

Income taxes include federal, foreign 
and state taxes on earnings, less invest- 
ment tax credits which are applied as 
available. Deferred income tax provisions 
result from differences in the timing of 
reporting income and expense elements 
for financial reporting as opposed to 
tax purposes. Income taxes are provided 
on the earnings of foreign subsidiaries to 
the extent such earnings are expected to 
be remitted. 
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Consolidated Statement of Earnings 


(In millions except per share amounts) Years ended June 30 1976 1975 

Revenues: 

Net sales $1,260.0 $1,302.9 

Interest earned 8.6 12.2 

Other income, net 9.9 16.6 
1,278.5 1,331.7 


Costs and expenses: 


Cost of goods sold 935.5 955.3 
Selling, administrative and general expenses 89.2 79.1 
Interest charges 28.2 22.5 

1,052.9 1,056.9 
Earnings before income taxes and extraordinary item 225.6 274.8 
Provision for income taxes 90.2 113.0 
Earnings before extraordinary item 135.4 161.8 
Extraordinary tax credit — 4.2 


Net earnings $ 135.4 $ 166.0 


Earnings per common and common equivalent share: 


Primary 
Earnings before extraordinary item $ 7.75 $ 9.91 
Net earnings 7.75 10.17 
Fully diluted 
Earnings before extraordinary item 7.39 8.90 


Net earnings 7.39 9.13 


(See Summary of Accounting Policies and Notes to Consolidated Financial Statements) 
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Consolidated Balance Sheet 
Assets (In millions) AtJune30 1976 1975 
Current assets: 
Cash $ 18.0 $ 22.4 
Deposits and marketable securities, at cost which approximates 
market 70.0 43.4 
Receivables, less allowances of $7.1 in 1976 and $7.8 in 1975 195.0 196.3 
Inventories 
Products (principally finished) 184.2 171.8 
Operating materials and supplies 29.7 30.5 
213.9 202.3 
Prepaid expenses 15.6 4.9 
512.5 469.3 
Investments and long-term receivables: 
Investments in and advances to nonconsolidated subsidiaries 
and affiliates, less allowances of $6.2 in 1976 and $4.9 in 1975 26.4 34.9 
Long-term receivables and other investments at cost, less 
allowances of $1.4 in 1976 and 1975 15.5 18.7 
41.9 53.6 
| Property, plant and equipment: 
Land 18.6 17.6 
Mineral, oil and gas properties and rights 146.5 105.2 
Buildings and leasehold improvements 140.4 130.5 
Machinery and equipment 465.0 398.0 
Construction in progress 122.5 64.9 
893.0 716.2 
Accumulated depletion JE (18.7) (13.9) 
Accumulated depreciation (208.3) (167.2) 
Net property, plant and equipment 666.0 535.1 
Deferred royalties and other assets i 28.5 29.5 
—-$1,248.9 $1,087.5 


(See Summary of Accounting Policies and Notes to Consolidated Financial Statements) 


Current liabilities: 

Notes payable 

Accounts payable and accrued liabilities 
Income taxes 

Current maturities of long-term debt 


Long-term debt, less current maturities 


Other noncurrent liabilities and deferred credits: 
Deferred income taxes 
Miscellaneous 


Shareholders’ equity: 
4% cumulative preferred stock—$100 par, redeemable at 


1,670 treasury shares 
Series preferred stock—$100 par, 120,000 shares outstanding 
in 1976, 192,743 in 1975 


Common stock— $5 par, 17,619,506 shares issued in 1976, 


and 160,164 in 1975 
Capital in excess of par value 
Retained earnings 


Less treasury shares at cost 


Liabilities and Shareholders’ Equity (In millions) AtJune 30 1976 1975 
$ 13.9 $ 10.1 
180.1 172.3 
31.1 93.4 
8.4 8.6 
233.5 284.4 
370.4 295.6 
38.8 27.9 
25.5 21.7 
64.3 49.6 

$110 per share, 100,000 shares authorized and issued, including 
10.0 10.0 
12.0 19.3 

16,680,657 in 1975, including treasury shares, 159,651 in 1976 

88.1 83.4 
39.6 12:1 
433.2 335.3 
582.9 460.1 
22 22 
= 580.7 457.9 
$1,248.9 $1,087.5 


Consolidated Statement of Changes in Financial Position 


Source of funds: 
Earnings before extraordinary item $135.4 $161.8 
Depreciation and depletion 53.1 33.0 
Deferred income taxes 10.9 9.3 
Extraordinary tax credit — 4.2 
Other 15.9 (8.4) 
Total from operations 215.3 199.9 
Issuance of common stock — 
Conversion of Series preferred stock 7.3 25.9 
Conversion of 4% debentures 22.9 1.3 
Exercise of options 1.7 22 
Long-term debt 114.8 47.0 
Decrease in investments and long-term receivables 7.4 36.9 
Sale of property, plant and equipment 6.9 4.1 
376.3 317.3 
Use of funds: 
Capital expenditures 154.9 165.3 
Acquired businesses— 
| Property, plant and equipment 38.3 110.4 
Other assets — 12.6 
Long-term liabilities and deferred credits — (26.6) 
38.3 96.4 
Dividends 37.5 24.1 
Reduction in long-term debt 40.0 12.7 
Conversion of Series preferred stock 7.3 25.9 
Other net changes in financial position 4.2 37 
7 282.2 328.1 
Increase (decrease) in working capital $ 94.1 $(10.8) 
Increase(decrease) in working capital by component: 
Cash and marketable securities $ 22.2 $(30.8) 
Receivables (1.3) 28.2 
| Inventories 11.6 123.4 
| Prepaid expenses 10.7 23 
| Notes payable (3.8) (4.1) 
Accounts payable and accrued liabilities (7.8) (59.3) 
| Income taxes 62.3 (65.8) 
Current maturities of long-term debt 2 (4.7) 
Increase (decrease) in working capital $ 94.1 $(10.8) 


(See Summary of Accounting Policies and Notes to Consolidated Financial Statements) 
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Consolidated Statement of Shareholders’ Equity 


Capital 
in Excess 
Common Stock Preferred of Par Retained Treasury 
(Dollars in millions) Shares Amount Stock Value Earnings Shares 
Balance, July 1, 1974 11,477,049 $57.4 $55.2 $ 8.5 $190.3 $(2.2) 
Net earnings 166.0 
Cash dividends paid— 
Preferred stock (1.9) 
Common stock ($1.38 per share) (22.2) 
Stock options exercised and tax effect 
of early dispositions 130,140 atl 1.7 
Conversions of 259,572 shares of 
Series preferred stock 976,928 4.8 (25.9) 21.1 
Conversion of 4% debentures 33,751 2 1.1 
33%% common stock distribution 4,062,789 20.3 (20.3) 
Change in fiscal year of COC 3.1 
Balance, June 30, 1975 16,680,657 83.4 29.3 12.1 335.3 (2.2) 
Net earnings 135.4 
Cash dividends paid— 
Preferred stock (1.2) 
Common stock ($2.10 per share) (36.3) 
Stock options exercised and tax effect 
of early dispositions 119,291 6 1.4 
Conversions of 72,743 shares of 
Series preferred stock 218,841 1.1 (7.3) 6.2 
Conversion of 4% debentures 600,717 3.0 19.9 
Purchase of common stock (27,686 
shares) (1.1) 
Contribution of common stock 
to employee stock ownership 
plan (28,199 shares) 1.1 
Balance, June 30, 1976 17,619,506 $88.1 $22.0 $39.6 $433.2 $(2.2) 


(See Summary of Accounting Policies and Notes to Consolidated Financial Statements) 


Notes to Consolidated Financial Statements 


Earnings per Common and Common Equivalent Share 

Primary earnings per share are based on the weighted average 
number of common and common equivalent shares outstanding 
after recognition of preferred stock dividend requirements. 
Common equivalent shares include dilutive stock options and 
shares awarded under performance share plans. 

Fully diluted earnings per share are based on primary earnings 
per share, adjusted for dilutive stock options at end of period 
market prices and for the assumed conversion of the 4% con- 
vertible subordinated debentures and Series preferred stock. In 
these computations, interest on those debentures (net of income 
tax effect) and dividends on Series preferred stock have been 
added to earnings applicable to common shares. Shares issuable 
on exercise of other options have been excluded from the 
computations as they would either have no effect or would be 
anti-dilutive. Shares used in the computations are as follows: 


1976 1975 
Weighted average common shares— 

Outstanding 17,099,220 15,870,158 
For stock options 125,156 176,825 
For performance share plans 98,832 _ 102,800 
Total for primary earnings per share 17,323,208 16,149,783 

Additiona! shares for conversion— 
4% debentures 437,177 948,888 
Series preferred stock 542,191 1,116,470 
Additional shares for stock options 7,525 _ _ 10,721 
Total for fully diluted earnings per share 18,310,101 18,225,862 


Acquisitions 

The common stock of Commercial Solvents Corporation 
(CSC) was acquired for $119.6 million cash, including expenses, 
in tender offers in March 1974 (38% for $35.2 million) and 
August 1974 (8% for $8.8 million), and in a merger in May 1975 
(54% for $75.6 million). Prior to May 1975, the investment in CSC 
was accounted for on the equity method. Since merger in May 
the accounts of CSC have been included in the accompanying 
consolidated financial statements. The total acquisition cost was 
assigned to the net assets of CSC based on their estimated fair 
values. Had CSC been a wholly-owned subsidiary for all of 
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fiscal 1975, consolidated revenues and net earnings for that fiscal 
year on an unaudited pro forma basis would have been $1,506.5 
million and $172.4 million, respectively; primary and fully 
diluted earnings per share would have been $10.56 and $9.48, 
respectively. In March 1975, the 19% minority interest in Sobin 
Chemicals, Inc. (Sobin) was acquired for $12.5 million. In May 
1976, CSC’s name was changed to IMC Chemical Group, Inc. 
and Sobin was merged into that company. 

On March 1, 1976, IMC Exploration Company, a wholly- 
owned subsidiary of IMC, purchased substantially all of the 
operating assets of a privately held gas and oil producing com- 
pany for approximately $38.5 million cash. 

Subsidiaries and Affiliates 

Summarized financial information for consolidated foreign 
subsidiaries presented below (1) as to net sales and net assets 
includes intercompany transactions and accounts, and (2) as to 
net earnings excludes intercompany transactions, except charges 
for administrative costs: 


(In millions) 1976 1975 
Net sales $279.0 $364.2 
Net earnings E $ 23.6 $ 32.9 
Current assets $184.5 $162.7 
Investments and other assets 16.2 20.7 
Net property, plant and equipment _ 4 155:2_ 130.2 

Total assets 355.9 313.6 
Liabilities 167.3 115.4 

Net assets $188.6 $198.2 


Retained earnings 


Foreign currency translation gains and losses were not 
material in fiscal 1976 and 1975. 

A substantial portion of undistributed retained earnings of 
consolidated foreign subsidiaries is considered to be perma- 
nently invested; accordingly, no U.S. income taxes have been 
provided for the repatriation of that portion of such earnings. 

Beginning in 1975, the accounts of Continental Ore 
Corporation (COC), a wholly-owned subsidiary, are included for 
its year ended June 30; previously, they were included on the 
basis of a fiscal year ending March 31. This change had no 
materia] effect on consolidated results of operations for 1975. 
Net earnings of COC for the three months ended June 30, 1974 
have been credited to retained earnings. 

Investments in and advances to nonconsolidated subsidiaries 
and affiliates at June 30, 1976 include $6.5 million relating to 
Chemical Leaman Tank Lines, Inc.; the quoted market value of 
this investment was about $3.8 million. In view of IMC’s 26% 


ownership in this company, quoted market value may not be 
indicative of actual fair value for this investment. 

Included in other income, net are dividends ($4.0 million in 
1976 and $4.1 million in 1975) and proceeds of $6.8 million in 
1975 from sale of stock and other payments from an investment 
that was written off in prior years. 

Inventories 
Product inventories at June 30, 1976 and 1975 are as follows: 


(In millions) 1976 1975 
Agriculture $ 59.9 $ 83.4 

> Chemicals 31.9 34.3 
Industry 80.4 43.9 

Land held for sale 12.0 10.2 

$184.2 $171.8 


The cost of U.S. inventories of CSC (acquired in 1975) was 
based on the LIFO method. In 1976, the average cost method 
was adopted to conform to IMC’s inventory accounting policy. 
The change increased net earnings in 1976 by $2.1 million 
(12¢ per primary share). 

Income Taxes 
The provision for income taxes consists of the following: 


(In millions) 1976 1975 
United States: 
Federal 
Current $ 51.1 $ 59.8 
Deferred l 10.8 6.5 
61.9 66.3 
State and local 
Current 8.1 10.0 
_ Deferred = 8 LG 
8.9 10.6 
Foreign: 
Current 20.5 33.9 
Deferred e (1.1) 2.2 
R = 19.4 36.1 
$ 90.2 $113.0 


The provision for federal income taxes in 1975 was deter- 
mined excluding investment tax credits which were used in 
determining provisions for income taxes in prior years. These tax 
credits of $4.2 million are included as an extraordinary credit 
in 1975, 


A reconciliation between taxes computed at the 48% federal 
statutory rate and the consolidated effective tax rate is as follows: 
(In millions) 1976 1975 
Computed tax at federal 


statutory rate $108.3 48.0% $131.9 48.0% 
Investment tax credits (6.6) (2.9) (11.0) (4.0) 
Percentage depletion (16.3) (7.2) (15.4) (5.6) 


Other items (none in excess of 
5% of computed tax) - 4.8 2 7.5 2.7 
Consolidated effective tax $ 90.2 40.0% $113.0 41.1% 


In 1976, deferred income tax provisions relate principally to 
depreciation differences ($4.2 million); in 1975, such provisions 
relate principally to depreciation differences ($7.7 million) and 
deferred DISC income ($6.3 million). 


Debt 
Long-term debt at June 30, 1976 and 1975 was as follows: 
(In millions) 1976 1975 


9.35% debentures due 2000 in annual 
installments of $6.5 million beginning 1986 


with final payment of $9.0 million in 2000 $100.0 == 
7.45% promissory notes due 1994 in annual 

installments of $7.5 million commencing in 

1978 with final payment of $20 million in 1994 140.0 $140.0 


8.25% promissory notes due 1988 with 

quarterly payments averaging $2.3 million 

beginning 1983 52.0 52.0 
Variable interest notes (1976—8.7%; 

1975—7.8%) at 120% of prime with 

quarterly payments averaging $1.4 million 34.0 37.5 
7.75% industrial development revenue bonds 

due 2001 in equal annual installments of $.85 


million beginning 1992 8.5 — 
4% convertible subordinated debentures 
due in 1991 11.8 34.7 
4.5% subordinated debentures due in 1991 7.9 125 
Other, 3.6% to 9.0%, due 1977 to 2001 24.6 27.5 
378.8 304.2 
Less current maturities 8.4 8.6 
$370.4 $295.6 


The 9.35% debentures were sold on November 7, 1975. The 
debentures are redeemable at the option of IMC at prices ranging 
from 109.35% at June 30, 1976 to 100% in 1995 and thereafter. 

The 8.25% notes and variable interest notes represent 
borrowings under a loan agreement made by IMC Chemicals 
Corp., a wholly-owned subsidiary, in connection with its 
construction of a phosphate chemicals facility. The capital stock 


of IMC Chemicals and its rights under certain contracts, 
including long-term sales arrangements covering a substantial 
portion of output of the facility, serve as collateral for the notes; 
IMC is obligated to purchase the notes in the event of default in 
payment by IMC Chemicals. 

The 7.75% industrial development revenue bonds were sold in 
January 1976 and are limited obligations of The Industrial 
Development Board of the City of Bridgeport, Alabama, and are 
guaranteed by IMC. The bonds are redeemable at prices ranging 
from 103% in 1986 to 100% in 1992. 

The 4% convertible subordinated debentures require annual 
sinking fund payments, beginning January 1, 1977, of approxi- 
mately $1.9 million. IMC has purchased a total of $14.1 million 
principal amount of these debentures which may be applied 
toward any sinking fund payment. The debentures are currently 
convertible into common stock at $37.98 per share and are 
redeemable at prices ranging from 103% in 1976 to 100% in 1986 
and thereafter. In 1976 and 1975, $22.9 million and $1.3 million 
principal amount was converted into 600,717 and 33,751 
common shares, respectively. 

The 4.5% subordinated debentures which prior to merger were 
convertible into common stock of CSC may be converted at any 
time for cash at the rate of $662 per $1,000 principal amount of 
debentures. During 1976, IMC issued its guarantee of these 
debentures. Annual sinking fund payments of $1 million are 
required in 1977 through 1990. At June 30, 1976, a total of 
$3.3 million has been purchased and $6.8 million has been con- 
verted, all of which may be applied toward any sinking fund 
payments. 

Maturities of long-term debt in millions for the next five years, 
assuming application of purchased 4% convertible debentures 
and purchased and converted 4.5% debentures to the earliest 
sinking fund payments, are as follows: 1977— $8.4; 1978— 
$19.7; 1979—$15.8; 1980— $18.6; 1981 —$16.1. 

Certain debt agreements require maintenance of $120 million 
consolidated working capital and restrict the payment of 
dividends and purchase, retirement or redemption of capital 
stock. Consolidated retained earnings not restricted under these 
provisions amounted to $194 million at June 30, 1976. 
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Shareholders’ Equity 

At the October 1975 Annual Meeting, the shareholders ap- 
proved amendments to IMC’s Certificate of Incorporation 
(1) increasing the authorized shares of common stock from 
20,000,000 to 50,000,000, (2) reducing the number of authorized 
shares of Series preferred stock from 1,000,000 to 192,743, and 
(3) creating a new class of stock, designated Second Series Pre- 
ferred Stock, consisting of 3,000,000 shares with a $1.00 par value 
which would be subordinate to the cumulative preferred stock 
and existing $100 par value Series preferred stock; no such shares 
have been issued. 

The $100 par value Series preferred stock is currently con- 
vertible into common stock at $33.24 per share and redeemable 
at $103 per share, the redemption price being reduced $.50 per 
share annually to $100 par value. Dividends of $5 per share on 
Series preferred stock and $4 per share on 4% preferred were 
paid in 1976 and 1975, 

At June 30, 1976, common shares were reserved as follows: 


Conversion of 4% debentures 311,137 
Conversion of Series preferred stock 361,010 
Issuance under stock option plans 442,354 
Performance share plans 98,832 

1,213,333 


Pension Plans 

Pension expense was $5.4 million for 1976 ($2.2 million for 
1975), including amortization of unfunded prior service costs. 
The actuarially computed value of vested benefits at June 30, 
1976 (determined generally as of the preceding July 1) exceeded 
the total year-end market value of pension funds and balance 
sheet accruals for certain of the plans by $7.6 million. The un- 
funded prior service cost under the plans approximated $33.0 
million at June 30, 1976. Benefits under certain of the pension 
plans were increased in 1976. Other changes were made to bring 
the plans in compliance with the Employee Retirement Income 
Security Act of 1974. These changes increased pension expense 
$2.0 million in 1976. 
Stock Options 

Under a qualified stock option plan, which was adopted in 
1964 and expired in September 1973, options have been granted 
to officers and key employees to purchase common stock at 
prices not less than 100% of market price at date of grant. These 
options are exercisable over five years beginning one year after 
date of grant. 


A non-qualified stock option plan adopted in 1973 provides 
for granting options to purchase up to 400,000 shares of common 
stock at prices not less than 100% of market price at date of 
grant. These options are exercisable over ten years beginning 
one year after date of grant and limited to 50% during the second 
year. A total of 217,641 shares were granted under this plan 
through June 30, 1976. 

Information on options for 1976 and 1975 follows: 


Number of Shares 1976 1975 
Outstanding at beginning of year 

(at prices ranging from $11 to $46) 374,553 456,460 
Granted 1,000 64,957* 
Cancelled 6,266 9,483 
Exercised 119,291 137,381 
Outstanding at end of year 

(at prices ranging from $11 to $46) 249,996 374,553 
At June 30: 

Exercisable 190,188 176,208 

Reserved for future option grants 192,358 188,025 


*Including 47,625 shares substituted for options previously granted by 
Commercial Solvents Corporation. 


Performance share plans adopted in July 1973 and June 1974 
which were amended in June 1975 and a plan adopted in July 
1975 provide for awarding to corporate officers and key em- 
ployees common treasury shares, or cash equivalent, contingent 
upon achievement of specified earnings. A total of 96,522 com- 
mon share awards are outstanding and vested under the 1973 
and 1974 plans, which are now terminated. A total of 2,310 com- 
mon shares may be issued under the 1975 plan through 
June 30, 1976. 

Saskatchewan Legal Matters 

In November 1975, the Saskatchewan government an- 
nounced its intention to acquire part or all of the assets of the 
potash industry in Saskatchewan with an initial goal of owner- 
ship of at least one-half of the potash production capacity of 
the province. The provincial legislature enacted a statute in 
January 1976 which authorizes the government to acquire by 
expropriation any potash assets in Saskatchewan. Subsequently, 
the Saskatchewan Premier announced his intention to achieve 


the acquisition goals by negotiation rather than expropriation, 
where possible, and, according to press reports, the government 
has discussed with one or more other companies their possible 
acquisition. The statute provides that in the event of expropria- 
tion and if the government and the company affected fail to agree 
on price, the purchase price will be determined by an arbitration 
board whose decision could be appealed to the courts by either 
party. At the option of the provincial government, up to 70% of 
any compensation awarded could be made in interest-bearing 
bonds or other evidences of indebtedness. 

The potash operations of International Minerals & Chemical 
Corporation (Canada) Limited (IMC-Canada) accounted for 
about 7 percent of IMC’s consolidated sales in both 1976 and 
1975 and for 7 percent and 10 percent of consolidated net earn- 
ings during 1976 and 1975, respectively. Its gross investment in 
Saskatchewan property, plant and equipment is about $185 
million and IMC’s management estimates that those properties, 
which were built before recent inflation and have recently been 
rehabilitated, would cost substantially in excess of this amount 
to duplicate. 

Effective July 1, 1974, the Saskatchewan government imposed 
a new potash reserve tax which for fiscal 1976 and 1975 added 
about $28.1 million and $20.3 million, respectively, to operating 
costs. The potash reserve tax is not deductible on the Canadian 
federal tax return. In June 1975, IMC-Canada, together with 
ten other Saskatchewan potash companies, filed suit against the 
Saskatchewan provincial government attacking the validity of 
the potash reserve tax and seeking refund of amounts paid. Also 
at issue in this litigation is the validity of another Saskatchewan 
statute which, if a court were to hold the reserve tax invalid, 
would by its terms purport to prohibit recovery of taxes paid 
prior to such a court decision. 

In October 1975, IMC-Canada and nine other Saskatchewan 
potash companies filed suit against the Saskatchewan govern- 
ment contesting the validity of the province’s potash proration 
fee and seeking recovery of fees paid. In June 1975, IMC-Canada 
discontinued payment or accrual of the fee. Discontinued pay- 
ments and accruals amounted to $2.9 million at June 30, 1976. 

In other litigation, in which IMC-Canada was not a party, 

a Saskatchewan trial court held in May 1975 that the Saskatche- 
wan potash production proration program was unconstitutional. 
This decision has been appealed by the government of Saskatche- 


wan. Under the program, which was instituted in 1970, produc- 
tion of Saskatchewan potash has been allocated by the 
Saskatchewan government among the various producers. Inas- 
much as the Saskatchewan government has more recently 
granted licenses permitting each plant to operate at design ca- 
pacity, this litigation is not expected to have any significant im- 
pact on IMC-Canada’s production of potash over the near term. 

In May 1976, IMC-Canada, together with eight other 
Saskatchewan potash producers, filed suit against the Saskatch- 
ewan government alleging breach of royalty contracts and seek- 
ing a determination that the potash proration fee and the potash 
reserve tax violated those contracts. The IMC-Canada contract 
fixed until 1981 such royalties on production from properties 
leased from the government and provided that such royalties 
would be in lieu of all other taxes on production. In this lawsuit, 
the companies seek a refund of proration fees and potash reserve 
taxes paid and seek general damages for breach of contract. 

In 1976, the Saskatchewan legislature enacted amendments to 
the Mineral Resources Act granting the Saskatchewan Minister 
of Mineral Resources broad powers to control production of 
potash and other minerals, including the power to grant produc- 
tion licenses on terms and conditions he deems appropriate and 
to cancel a production license if the terms and conditions are not 
met. The amendments purport to be retroactive and also ratify 
and confirm the potash production regulations retroactively. 
IMC is unable at this time to determine what effect, if any, this 
legislation will have on the litigation (noted above) now pending 
in the Saskatchewan appellate court with respect to the 
Saskatchewan potash production proration program. However, 
IMC does not believe that this legislation should have any 
significant impact on its Saskatchewan potash operations. 
Antitrust Proceedings 

In June 1976, a federal grand jury returned an indictment 
against IMC and several other producers of potash. The indict- 
ment charges the companies with a misdemeanor under the 
Sherman Antitrust Act and alleges that the defendants, and 
others unnamed, during the period 1969 until some time prior to 
December 1974, conspired to restrict the amount of potash pro- 
duced in the United States, to stabilize and raise the prices 
thereof, and to restrict exports and imports. In July 1976, IMC 
and the other defendants entered pleas of not guilty to the 
charges. On the same date that the indictment was returned, the 
federal government filed a companion civil action setting forth 
essentially the same allegations and seeking an injunction to re- 


strain the allegedly illegal acts together with other relief. IMC 
has filed an answer in this civil action denying the government’s 
allegations. Subsequent to the filing of these actions by the fed- 
eral government, several private treble damage class actions were 
filed against IMC and the other defendants. These suits involve 
allegations substantially similar to those involved in the federal 
government actions. The plantiffs seek injunctive relief and 
judgments in an amount equal to three times an unspecified 
amount of damages they allegedly have incurred. All of these 
suits purport to represent broad classes of purchasers of potash. 
Answers denying the substantive allegations in each of these ac- 
tions have been or will be filed. The criminal and civil actions are 
in very preliminary stages and their ultimate outcome cannot be 
predicted. 

The Canadian government has charged Northwest Nitro- 
Chemicals Ltd. (Northwest), a Canadian subsidiary acquired in 
the merger of Commercial Solvents Corporation, together with 
five other fertilizer manufacturers, with conspiring to restrict 
competition of the fertilizer industry in Canada. Northwest 
withdrew from the fertilizer business late in calendar 1973. Pre- 
liminary hearings of the charge will be held early in August 1976. 

Grand jury investigations of the phosphate and nitrogen 
industries, initiated in 1975, continue to be conducted by the 
Antitrust Division of the U. S. Department of Justice. IMC, 
among others, has produced documents for the grand juries, and 
is in the process of complying with further subpoenas for 
documents. 

Commitments 

Major lease commitments covering mineral properties, oil and 
gas provide for the greater of minimum royalties, rentals, or 
royalties based on production. Minimum annual payments for 
each of the next five years under those leases range from $3.3 
million to $3.4 million. 

Rent expense in 1976 and 1975, respectively, excluding mineral 
property rents, net of credits of $2.4 million and $2.8 million in 
1976 and 1975, respectively, was $14.2 million and $7.7 million, 
including contingent rent of $3.8 million and $.8 million. 

Rental commitments at June 30, 1976 under leases with a re- 
maining noncancellable period exceeding one year are set forth 


below. Railroad car rentals have been reduced for estimated 
mileage credits ranging from $2.3 million in fiscal 1977 to $1.6 
million in fiscal 1981. 


Years ended June 30 (In millions) Railroad Cars Other 
1977 $3.4 $6.8 
1978 3.1 6.3 
1979 2.6 5:2 
1980 23 31 
1981 1.9 3.1 
1982-1986 6.8 TA 
1987-1996 3.5 2.4 


Certain of the leases referred to above are considered to be 
financing leases. If these leases were capitalized, the pro forma 
effect on net earnings would be less than 3% of average net 
earnings for the three most recent fiscal years. 

IMC-Canada is committed under a service agreement with a 
subsidiary of AMAX Inc. to produce annually from mineral 
reserves sold in 1971 specified quantities of potash for a fixed fee. 
The initial term of the agreement which expires in 1981 is re- 
newable at the option of the buyer for six additional five-year 
periods. The agreement may be cancelled on retransfer of owner- 
ship of the reserves. The specified quantities may increase from 
approximately 460,000 tons in fiscal 1976 to a maximum of 
1 million tons annually over the next two fiscal years and may 
further increase by 1212% of any increase in total design capacity 
of the mines. 

At June 30, 1976, IMC and certain consolidated subsidiaries 
have guaranteed $5.5 million indebtedness of others. 

A subsidiary is committed to pay minimum annual charter fees 
ranging from $6.0 million in 1977 to $1.6 million in 1981 
(subject to escalation after 1976). A portion of such fees may be 
applied to the purchase of a vessel for $8.0 million. 

A customer of the new phosphate chemicals facility has a 
ninety-day option, exercisable in 1980, to purchase a 19.8% 
interest in the facility, subject to amendment of the loan agree- 
ment and related instruments if required. 

In 1976, IMC granted to the other owners a three-year option 
on its 49% interest in a French holding company. The option 
price approximates the net book value of that investment. 

The majority of IMC’s phosphate rock production sold 
domestically is sold under long-term contracts at specified prices, 
which generally provide for price escalations based on certain 
cost increases. 

Commitments for construction of an ammonia plant and a 
ferrosilicon furnace totaled $39 million at June 30, 1976. Pre- 
liminary work has also begun on the construction of an animal 
feed phosphate facility whose cost is estimated to be $36 million. 
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Report of Independent Public Accountants 


To the Shareholders and Directors of 
International Minerals & Chemical Corporation 


We have examined the accompanying consolidated balance 
sheet of International Minerals & Chemical Corporation at 
June 30, 1976 and 1975 and the related consolidated statements 
of earnings, shareholders’ equity and changes in financial posi- 
tion for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards, and ac- 
cordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the 
circumstances. 

As discussed in the notes to consolidated financial statments 
under Antitrust Proceedings, the Corporation is involved in 
litigation alleging violations of antitrust laws, the outcome of 
which cannot presently be determined. No provision has been 
made in the consolidated financial statements for liabilities, if 
any, that may result from the resolution of this litigation. 

In our opinion, subject to the effects, if any, on the consoli- 
dated financial statements of the resolution of the litigation re- 
ferred to in the preceding paragraph, the statements mentioned 
above present fairly the consolidated financial position of 
International Minerals & Chemical Corporation at June 30, 1976 
and 1975 and the consolidated results of operations and changes 
in financial position for the years then ended, in conformity with 
generally accepted accounting principles applied on a consistent 
basis during the period. 

Arthur Young & Company 


One IBM Plaza Chicago, Illinois 6061 1 
August 3, 1976 
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Annual Meeting 

Shareholders are cordially invited to at- 
tend the Annual Meeting at the IMC 
General Office, 421 East Hawley Street, 
Mundelein, Illinois, at 10:00 a.m. Cen- 
tral Daylight Time, on Wednesday, 
October 5, 1977. A formal notice of the 
meeting, together with a proxy state- 
ment and proxy card, accompanies this 
Annual Report to shareholders. 


Form 10-K Annual Report 

A copy of IMC’s Form 10-K Annual 
Report, expected to be filed with the 
Securities and Exchange Commission 
late in September, 1977, will be avail- 
able on request from the Secretary of 
the Corporation at IMC Plaza, Liberty- 
ville, Illinois 60048. 


Louis Ware Le 


Louis Ware, the retired Chairman of the 
Board whose sure hand guided IMC 
from relative obscurity to a major posi- 
tion in world enterprise, died on May 
10, 1977, at the age of 82. 

His tenure with the company began 
as President and a Director in 1939, a 
troubled year in which IMC’s earnings 
totaled a meager $126,000 and opera- 
tions consisted of limited Florida 
phosphate mining and a scattering of 
fertilizer manufacturing plants. 

In the following quarter of a century 
Mr. Ware led the company to world 
leadership in potash and phosphate pro- 
duction. IMC’s Saskatchewan potash 
undertaking, hailed at the time as the 
toughest mining project in the Western 
Hemisphere, became the first successful 
venture into Canadian potash. Mr. Ware 
also brought industrial chemicals and 
minerals operations into the company, 
and those operations are the nucleus to- 
day of IMC’s Chemical and Industry 
Groups. 

Mr. Ware was elected Chairman of 
the Board in 1958. In 1959 he retired as 
President, and in 1964 as Chairman. 

The facts of his career are plain, but 
they do not express the friendship that 
was so important to all who knew him. 
After retirement he continued his great 
interest in the company and in the peo- 
ple of the company. Louis Ware was a 
mining engineer, industrialist, gentle- 
man. He will be missed. 


j 


n pe ao 


1977 Highlights 


Annual Report 1977 International Minerals & Chemical Corporation M 


(Dollars in millions except per share amounts} Years ended June 30 1977 1976 
Net sales $1,280.2 $1,260.0 
Net earnings 108.2 135.2 
Shareholders’ equity 649.3 579.5 
Return on shareholders’ equity* 16.7 % 23.3% 
Return on invested capital* 12.1% 15.5% 
Earnings per share 

Primary $ 6.09 $ 7.73 

Fully diluted 5.93 7.38 
Common dividends paid per share 2.45 2.10 
Book value per share 35.64 31.94 


*Return on shareholders’ equity is based on net earnings divided by 
year-end shareholders’ equity. Return on invested capital is based on 
net earnings plus after-tax interest divided by year-end shareholders’ 
equity and long-term debt. 


Richard A. Lenon, 
President and 
Chief Executive Officer 


To Our Shareholders: 


IMC earned $108.2 million, or $6.09 
per primary share in fiscal 1977. These 
earnings represent a 16.7 percent return 
on shareholders’ equity and a 12.1 per- 
cent return on invested capital — a re- 
spectable showing in a year in which the 
economic environments in our major 
markets ranged from surprisingly strong 
to unexpectedly depressed. 

Looking back: 1977 trailed 1975 and 
1976, two years of extraordinary profit- 


ability for the fertilizer industry. The 
$6.09 per share was off 38 percent from 
1975 and 21 percent from 1976. 

Down is down, but 1977’s 16.7 per- 
cent return on shareholders’ equity is a 
good statement of the company’s basic 
earnings power, and it is a fine base 
upon which to build. 

The fertilizer industry is still wrestling 
with excess capacity, but the growing 
into new plant is less painful than might 
have been expected. U.S. demand — a 
pleasant surprise — totaled 51 million 
tons, up 3 percent from 1976, which in 
turn was up 16 percent from 1975, 

The industry’s potash shipments in- 
creased an impressive 22 percent. While 
some potash remained in the U.S. dis- 
tribution system at year end, product 
going on the ground increased by ap- 
proximately 6 percent. In phosphates, 
total shipments increased 10 percent, 
with a notable 12 percent increase in 
exports. 

As we start the new year, industry 
inventories of phosphate and potash are 
near normal levels and sales possibilities 
appear favorable. With energy, labor, 


and other variable costs on the rise, IMC 
plans to continue its policy of tight in- 
ventory control and stringent controls 
on extension of credit. Quite clearly, 
prudent money management is the key 
to good results in the fertilizer business. 

The outlook for ammonia is cloudy. 
Excess capacity exists, and the industry 
still has some new plant under construc- 
tion. Accordingly, over the next 12 to 
18 months the industry will be cutting, 
fitting, and sizing to the realities of the 
marketplace. The availability of natural 


gas is becoming increasingly unpredict- 
able. Shortages could markedly reduce 
output. 

For IMC’s part, we control sufficient 
natural gas for our requirements, our 
ammonia production costs are highly 
competitive, and we are reasonably cer- 
tain of sales volumes close to capacity. 
Prices are apt to be unsatisfactory, at 
least through fiscal 1978. 

As predicted, our chemical and in- 
dustrial businesses made important 
contributions to fiscal 1977 operating 
earnings—39 percent of the total. Selling 
into markets highly influenced by gen- 
eral economic conditions, these busi- 
nesses picked up healthy momentum in 
the United States as the year progressed. 

In Europe, important markets for 
IMC industrial products were depressed, 
and a change for the better is not in 
sight. Japanese business moved side- 
wise last year and is likely to do the 
same this year. 

Capital spending totaled $175 mil- 
lion in fiscal 1977, the fourth year of 
commitment to a major growth pro- 
gram. As of June 30, 1977, something 
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George D. Kennedy, 
Executive Vice President, 
Industry and Business 
Development 


over 50 percent of the approximately 
$750 million invested over the past four 
years was not yet earning the company’s 
objective of a 12 percent return on in- 
vested capital. Most of these new assets 
will earn up to plan in due course. 

The pruning of marginal assets con- 
tinues, and those without potential will 
be sold or liquidated. 

IMC has been forecasting earnings at 
its Annual Meeting each October, and 
the practice will be followed again this 
year. In our early planning, it is clear 
that we have a good chance to enjoy in- 
creases in sales almost across the board. 
Less predictably, but almost inexorably, 
we will experience very large increases 
in costs — everywhere for everything. 
Increases in prices seem likely, in the 
short run, to cover approximately one- 
quarter of the anticipated increases in 
costs. It follows, therefore, that a good 
part of the benefit from gains in volume 
cannot be converted into gains in earn- 
ings per share in fiscal 1978. 

On the matter of increases in costs, it 
should be noted that IMC’s environ- 
mental protection programs will total 
approximately $36 million in fiscal 
1978. While environmental protection is 
the most costly of the regulatory pro- 


grams from our point of view, the array 
of federal regulations — EPA, ERISA, 
OSHA, EEO, SEC, et al—is becoming 
increasingly formidable. Their costs 
have to flow through to price sooner or 
later. 

This is not the proper place to discuss 
the complex issues involved in govern- 
mental regulation of business activity, 
but it does seem necessary to voice an 
appeal for thoughtful consideration of 
cost vis-a-vis the public benefit derived. 
Clearly, in some areas the rules seem to 
be increasing the costs of products to 
the producers and to the consuming 


public unnecessarily. Also, we are see- 
ing the elimination of expansions that 
might have created new activities and 
new jobs. 

The company has been seeking a coal 
producer as a logical extension of our 
commitment to natural resource busi- 
nesses. Accordingly, we are pleased to 
have acquired a metallurgical coal 
property in eastern Kentucky. This 
property should give us a good start in 
the business. 

We continue to think that, sooner or 
later, the potash industry and the Sas- 
katchewan government will be able to 
meet on common ground. The govern- 
ment has moved to correct some past in- 
justices, and these conciliatory gestures, 
plus some recent meetings with officials, 
give us hope that 1978 will be a year of 
progress in this difficult relationship. 

Following past practice, this Annual 
Report features one of a variety of re- 
sponses to corporate social responsibili- 
ties. During fiscal 1977, a major effort 
to improve the company’s safety per- 
formance was launched. We are pleased 
to note that lost-time accidents were re- 
duced by 43 percent. The program is 
described on page 10. 

Fiscal 1977 was not an easy year; 
1978 starts nicely, but again, it will not 
be easy. As always, the results will de- 
pend upon the talents of all people—in 
all jobs. On behalf of the Directors and 
the Executive Office, it is my privilege 
to thank the people of IMC for what 
they have achieved and for their con- 
tinuing commitment to company goals. 


Sincerely, 


P aoe 


August 17, 1977 


Anthony E. Cascino, 
Executive Vice President, 
Agriculture 
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Phosphate Rock 


Concentrated Phosphates 


Potash 


Mixed Fertilizers 


Other 
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Biochemicals 


Carbon Products 


Ferroalloys & Metals 


Foundry Products and Other 
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Markets and Uses 


Sold to manufacturers of concentrated 
phosphates; also captive use. 


Shipments (millions of tons) 1977 1976 
Export 3.2 3.6 
Domestic 5.2 5.8 
Captive 3.2 -2-2 

11.6 11.6 


Sold to manufacturers of fertilizers and 
animal! feeds; also captive use. 


Sold to manufacturers of fertilizers, caustic 
potash, and animal feeds; also captive use. 


Shipments (millions of tons) 1977 1976 
Overseas 6 m 
U.S. and 
Canada 2.1 glare 
Captive -a _4 
3.2 2. 


Sold to U.S. farmers and fertilizer retailers. 


Sulfur sold on agency basis to fertilizer manu- 
facturers; feed supplements sold to animal 
feediots; land development business. 


Natural gas: used captively and sold in spot 
transactions. 


Ammonia: sold to U.S. industrial and agricul- 
tural customers, and used by IMC in produc- 
tion of nitroparaffins (NPs), explosives, 
fertilizers. 


NPs: sold to manufacturers of pharmaceu- 
ticals, herbicides, coatings, inks, rubber, 
cosmetics, paints, wax. 


Carbon black: sold to rubber goods and 
specialty plastics producers. 


Chlor-alkalis: sold to manufacturers of paper 
and pulp; wide spectrum of other uses. 


Feldspathic materials: sold to glass and 
ceramics manufacturers; fuller’s earth: sold 
as oil absorbent. 


Ethyl alcohol, methanol, derivatives: sold to 
producers of cosmetics, solvents, coatings, 
surface active agents, and chemicals. 


Veterinary products: sold to livestock 
producers. 


Pharmaceutical chemicals: sold to 
pharmaceutical manufacturers. 


Petroleum coke, coke products: about 50% 
sold to steel producers abroad; balance to 
utilities, aluminum, cement producers. 


Ferrosilicon, ferrochrome, ferromanganese, 
specialty ferroalloys, fluxing agents, ores, 
metals: sold to steel producers. 


Foundry resins, clays, sands, machinery: sold 
to automotive, other foundries; growing 
resins business serves paint industry. 


IMC operates in three business areas: 

The Agriculture Group is the world’s largest private 
producer of phosphate and potash fertilizer materials, 
and a leading producer of mixed fertilizers and animal 
feed ingredients. 

The Chemical Group is a large producer and 
marketer of basic and specialty chemicals, with the 
product lines in hydrocarbons, industrial and organic 
chemicals, and biochemicals. 

The Industry Group is an international supplier of 
materials for the steel and foundry industries. Principal 
products are petroleum coke, ferroalloys and metals, 
and foundry resins, clays, and sands. 


Fiscal 1977 average prices down about $6 per ton. Prices 
began to firm in last half of year. Export shipments lower, 
but orders strong in last half. 


Fertilizer prices improved late in year. Feed ingredients 
average prices declined 8%, while costs were up. 


Fiscal 1977 average prices down 11% per ton. Very 
sharp price declines in standard grade. All costs up. 


Outstanding year, with premium fertilizer tonnage up 24%. 


Sulfur and feed supplements performed well despite 
adversities. Modest loss in land development business. 


Natural gas contributed 27% of total hydrocarbon fiscal 
1977 operating profit. Good ammonia production perform- 
ance, with remarkably smooth new plant startup; output 
totally sold, but prices unsatisfactory. NPs and carbon 
black recorded improved price/cost relationships. 
Explosives barely broke even because of market and 

cost problems. 


Chlorine and caustic soda sales were less than ex- 
pected in fiscal 1977. Costs were higher, particularly 
energy. Internationa! business very disappointing. 
Feldspathic business steady, with strength as housing 
industry turned up. Industrial chemicals activity (ethyl 
alcohol, methanol) followed a fairly dull economy. 
Organic chemicals plant sold; business liquidated 

at a loss. 


Improved 1977 results reflect increased sales of growth- 
promoting animal implant, and earlier divestment of 
foreign toss operations. 


Earnings decline in fiscal 1977 mostly due to continued 
depression in European steel industry and a flat 
Japanese steel industry. 


Increased ferrosilicon production from new furnace. In- 
ternational ferroalloys marketing efforts overcame ad- 
verse market conditions. Growth of olivine blast furnace 
additive had noticeable impact on total Industry results. 


Strong U.S. automotive production and housing starts. 
Good sales/cost performance. Container business sold 
during fiscal 1977. 


A 


obby Avant, Plant 
Manager, Ameri- 
cus, Georgia, 
Mixed Fertilizer 
Operations: “We're the first 
plant to produce more than 
100,000 tons of Super Rain- 
bow. As I see it, it’s just the 
product itself that’s respon- 
sible for the record. We 
make what is needed to pro- 
duce a good crop right here 
in this area. We don't make 
something designed to do 
everything for everybody— 
just what it takes to care 
for all of our local 
farmers’ needs” 


The Year in Brief 


Expansion Projects 

o New 1,150-ton-a-day ammonia plant 
came on stream ahead of schedule at 
Sterlington, Louisiana, at a cost of $72 
million; production reached design ca- 
pacity 15 days after startup. 

o Joint-venture 75,000-ton-a-year fer- 
rosilicon furnace was completed at 
Bridgeport, Alabama, a month ahead of 
schedule at a below-budget figure of 
$31 million; IMC owns 75 percent and 
Allegheny Ludlum 25 percent. 

o Startup approached at New Wales, 
Florida, for new $36 million animal 
feed ingredients plant to produce cal- 
cium and ammonium phosphates. 

o Hydrochloric acid capacity at Orring- 
ton, Maine, was expanded in fiscal 1977 
and will be expanded again in 1978. 
Natural Resources 

a An IMC improvement in mining and 
processing technology significantly in- 
creased phosphate rock reserves in 
southern Florida (see page 19 for details 
on reserve position). 

o IMC increased its existing supplies of 
natural gas by 21 percent, the result of 
two discoveries, two acquisitions, and 
adjustments in reserve estimates (see 
page 15). 

o IMC-Canada defined a consistent 
potash deposit in the Canadian province 
of New Brunswick; exploratory drilling 
continues. Further analysis and process 


testing must be done before economic 
feasibility can be established. 
Operations 

a Phosphate rock prices, domestic and 
export, averaged about $16 per ton, 


compared with $22 per ton in fiscal 
1976; 4.7 million tons of the domestic 
sales of rock were sold on contracts 
of more than a year’s duration, with 


escalations for some cost increases. 

o IMC’s Florida phosphate chemicals 
plant completed its first full year of op- 
erations at above-design production 
rates, turning out 698,000 tons of P.O; 
equivalent. 

o IMC produced 2.4 million product 
tons of muriate of potash, 2.2 million 
tons in Saskatchewan and 230,000 tons 
in New Mexico; specialty potash from 
New Mexico accounted for another 
640,000 tons. 

For all potash products, the average 
selling price was $41 per ton in fiscal 
1977 and $46 per ton in fiscal 1976. 

o Sales of Rainbow and Super Rainbow 
premium mixed fertilizers were up 20 
percent from fiscal 1976, more than 63 
percent of mixed goods total. 

a Sales of animal feed ingredients 
strengthened late in the year as cost- 
price squeeze eased for nation’s live- 
stock producers; IMC produced 362,- 
000 tons of feed ingredients, compared 
with 333,000 in the previous year. 

a Ralgro, an anabolic growth-promot- 
ing agent for beef cattle and lambs, in- 
creased shipments to a record high, up 
61 percent for fiscal 1977. 

o Output of basic nitroparaffins totaled 
74 million pounds, up 53 percent from 
a year ago, reflecting expansion and a 
resolution of production problems. 
NP sales totaled $41 million, with 
major use in the protective coatings, 
pharmaceutical, and textile industries. 
o Strong auto industry brought record 


enny Mraz, Man- 

ager of Production 

Coordination, 

Saskatchewan 
Potash Operations: “It’s 
been a group effort, above- 
ground and underground. 
We've increased the mining 
extraction rate from 27 per- 
cent to 46 percent, the best 
in the industry. We did it 
through developing our own 
calculations on what rates 
of extraction would be safe, 
and by redesigning equip- 
ment to make it more 
efficient. Suppliers told us 
they couldn’t make the kind 
of bridge conveyor we 
wanted for less than 
$150,000. We did it ourselves 
for $12,000" 


teve Somogye, 
Oliflux Product 
Manager, Ferro- 
alloys and Metals: 
“Oliflux is an additive we've 
developed for alkali and 
slag control in blast fur- 
naces. Three years ago it 
was still in the develop- 
mental stage. Now tonnage 
sold is growing at about 100 
percent a year. It’s much 
more efficient than other 
products in conserving 
energy. Some furnace tests 
have seen up to 10 percent 
increases in productivity. 
But Oliflux is new to the 
industry. It takes an unusu- 
ally intense selling effort. 
with a team approach” 


sales, earnings for foundry products. 

o Thermal carbon black sales and earn- 
ings were up sharply, with mechanical 
rubber goods the major market. 

o IMC’s Oliflux, in its first full year on 
the marketplace as a fluxing and cleans- 
ing agent, was accepted for use by eight 
major steel producers. 

o Carbon product sales increased by 
$14 million from fiscal 1976. Inven- 
tories were high at the year end, but 
planned reduction targets were met. 

a McWhorter line of resins, serving the 
paint and coating industries, reported 
record sales and earnings. 

New Products 

o A metallurgical coal business was 
purchased in eastern Kentucky after the 
year closed; present capacity is more 
than half a million tons a year, with re- 
coverable reserves estimated at 40 mil- 
lion tons. 

o Construction started on a second ani- 
mal feed ingredients plant at New Wales, 
Florida, this one an $18 million project 
to produce defluorinated phosphate. 

o Construction began at Orrington, 
Maine, on IMC’s first sodium chlorate 
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plant; capacity will be 40,000 tons a 
year, with product going to the pulp and 
paper industry. 

Divestments 

o Sale of our old Florida animal feed 
ingredients plant for $7.5 million will 
be effective September 1; plant will be 
replaced by the new construction com- 
ing on stream this fall. 

a Great Lakes Container Corporation, 
Detroit-based industrial drum recondi- 
tioning business, was sold during the 
year, as was an organic chemicals plant 
at Montrose, New Jersey. 

Legal Matters 

o IMC and other potash producers were 
acquitted of criminal charges brought 
against them by the Antitrust Division 
of the U.S. Department of Justice. The 
government voluntarily dismissed its 
companion civil suit based on similar 
allegations. Private treble damage ac- 
tions involving essentially the same 
matters are pending in the U.S. District 
Court for the Northern District of Illi- 
nois (see page 34). 

o Federal antitrust grand jury investi- 
gations of the fertilizer industry continue 


Ka 


ill Doyle. Fertilizer 

Materials Sales 

Representative, 

Caribbean and 
Central America: “The 
emphasis on food pro- 
duction in nearly every 
Latin American country is 
evidence the governments 
realize agriculture is their 
number one resource. Every 
year is a new record in 
fertilizer tonnage in Latin 
America. IMC is the well- 
known, reliable supplier to 
the fertilizer market. These 
people know IMC can 
supply their needs— that 
IMC is going to be there 
today and tomorrow and 
in the future? 


with respect to phosphate and nitrogen. 
Corporate Matters 

o In its program to acquire “some or 
all” of the province’s potash mines, the 


Saskatchewan government had bought 
the assets of two mines of other com- 
panies through the end of fiscal 1977 
and was reported to have reached agree- 
ment for the purchase of a third (see 
page 33). 

o Common stock dividends totaled 
$2.45 in fiscal 1977, 60 cents in each 
of the first three quarters and 65 cents 
in the fourth. 

D At year’s end, 1,718 of IMC’s US. 
holders of common stock were partici- 
pating in an automatic dividend rein- 
vestment service, in which Citibank of 
New York acts as agent for sharehold- 
ers; there are no fees for purchases. 
o In fiscal 1977, IMC had 41 collective 
bargaining agreements with six interna- 
tional unions or their affiliated locals; 16 
agreements covering 42 percent of the 
hourly work force were negotiated dur- 
ing the year, with 19 agreements cover- 
ing 34 percent to be negotiated in 1978. 
o Conversion of the last of IMC’s $100 


par value Series preferred stock into 
common stock left the 4 percent cumu- 
lative preferred stock as the only prefer- 
ence shares outstanding. 


o During the year, IMC complied with 
the provisions of the Employee Retire- 
ment Income Security Act of 1974 
(ERISA) by amending 16 of its pension 
plans and taking other required admin- 
istrative action. This compliance, to- 
gether with the previous year’s actions, 
has increased the company’s annual 
pension expense by almost $2 million, a 
rise of 36 percent. 

o In fiscal 1976, IMC adopted an Em- 
ployee Stock Ownership Plan (ESOP) 
under the Tax Reduction Act of 1975. 
Under this Plan, 43,355 shares have 
been contributed to the Plan Trustee for 
the benefit of 3,800 U.S. salaried em- 
ployees and former salaried employees. 
Officers and other members of senior 
management do not participate. 
Changes in Directors and Officers 

o John H. Coleman was elected to the 
Board of Directors on December 1, 
1976. Mr. Coleman is president of 
J.H.C. Associates Limited, a Toronto 
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nton F. Kuzdas, 

Vice President; 

Chairman, Equal 

Employment 
Opportunity Committee: 
“IMC is committed to a 
policy of equal employment 
— first, because it is right 
and fair, and second, 
because it is the law. This 
commitment has been 
communicated to all man- 
agement and supervisory 
personnel. We have made 
some good progress, 
especially in our hiring, 
promotion, and training 
practices? 


consulting firm, and serves on the 
boards of a number of major U.S. and 
Canadian corporations. Prior to IMC’s 
merger with Commercial Solvents Cor- 
poration in 1975, he was a CSC direc- 
tor. Mr. Coleman fills the seat on the 
IMC Board vacated by the resignation 
of William S. Leonhardt. 

o George B. Howell, who had been an 
IMC Senior Vice President and Presi- 
dent of the IMC Industry Group, was 
elected an Executive Vice President and 
named to the newly created position of 
Executive Vice President, Corporate 
Administration. 

o Donald E. Phillips, who had been 
Vice President in charge of the Rainbow 
Division, served with IMC Chemical 
Group, Inc., as Vice President and Gen- 
eral Manager of Chemicals Interna- 
tional, and more recently succeeded 
George B. Howell as President of the 
IMC Industry Group. 


o John R. Taylor, who had been Vice 
President, Secretary, and General Coun- 
sel of the Corporation, was elected a 
Senior Vice President and named to the 
newly created position of Senior Vice 
President, Law. He also continues as 
Secretary. 

o Nicolaus Bruns, Jr., who had served 
as Assistant General Counsel and 
Assistant Secretary, was appointed 
General Counsel, Operations, for the 
Corporation. He continues as Assistant 
Secretary. 

o James T. Gibson, Jr., who had been 
Vice President, Administration, was 
named to the newly created post of Vice 
President, Financial Operations and 
Real Estate. 

o John M. Stapleton, who had been Di- 
vision Vice President, Organization and 
Personnel, was elected a Vice President 
and continues as head of Organization 
and Personnel. 


im Lawver, Tech- 

nical Manager, 

Florida Minerals 

Operations: “We've 
upped recovery rates in our 
phosphate plants by more 
than five units. That’s added 
product for IMC to market 
instead of losing in the pro- 
duction system. Even more 
interesting may be the 
development of a new flow 
sheet for southern Florida 
rock— we think it will prob- 
ably double previous 
projections of IMC reserves 
in that region” 


ames T. Gibson, Jr., 
Vice President; 
Chairman, 
Employee Benefits 
Committee: “As IMC has 
grown, our pension and 
employee benefit plan 
assets have climbed to over 
$60 million. In the past year 
we consolidated these funds 
and did a major job of 
realigning fund manage- 
ment. All of this improves 
the control and administra- 
tion of these assets— and in 
the long run gives our 
employees and their families 
greater benefit protection” 


ee Webb, Manager, 
Terre Haute Plant: 
“On top of attitude 
and training, I 
think our safety record has 
been set because we're 
fortunate in having good 
morale —every employee 
tries to make sure he’s not 
the one who's going to 
break the safety chain. 
We put safety ahead of 
production, but we also 
maintain production with 
safe habits” 
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The Dimensions of Safety 


The men and women of IMC reduced 
the company’s lost-time accident rate in 
the United States and Canada by 43 
percent in fiscal 1977. 

The improvement was across the 
board, encompassing some 130 loca- 
tions . . . mines, mills, plants, offices, 
warehouses, terminals, gas fields, and 
exploration sites. 

The year ended with 61 percent of 
the 130 locations accident-free, com- 
pared with 50 percent in fiscal 1976. 

Some of the records are remarkable: 
o More than 21% million continuously 
safe man-hours achieved by the 428 
employees of our Terre Haute, Indiana, 
chemicals plant—no lost-time accidents 
since November 12, 1974. 

o More than one million safe man-hours 
reached by the 72 employees of our 
Augusta, Georgia, mixed goods fertil- 


izer plant—no lost-time accidents since 
November 9, 1970. 

o More than one million safe man-hours 
worked by the 57 employees of our 
Colony, Wyoming, bentonite mill — no 
lost-time accidents since January 15, 
1969. 

Basic to all safety practices are com- 
pliance with government regulations, 
observance of company safety rules, 
and use of protective clothing and de- 
vices. But experience has demonstrated 
that all the regulations, rules, and pro- 
tection in the world will not prevent ac- 
cidents unless there is a safety attitude 
on the part of every employee. To main- 
tain and reinforce this safety attitude, 


these special corporate procedures have 
been instituted: 

a Every lost-time accident is reported 
by wire to the company President within 
24 hours. 

o Reports of safety results carry equal 
weight at monthly management review 
meetings with reports of volumes, costs, 
and operating earnings. 

o A corporate statistical report of lost- 
time accidents is circulated to all appro- 
priate personnel each month. 

o Independent safety experts inspect 
essentially all operations on an annual 
basis. 

D In addition to the regular safety 
training programs, special programs are 
being extended to cover new employees. 

These attitudinal procedures were 
augmented in fiscal 1977 with a week- 
long corporate workshop attended by 
management personnel responsible for 
safety training at field locations. 

A reasonable near-term goal is to cut 
our improved lost-time accident rate in 
half — always with an eye on the ulti- 
mate goal of zero. 


ern Haan, 
Director of Cor- 
porate Traffic: 

“In reorganizing 
the Eastern railroads, the 
government wanted to 
abandon 7,600 miles of 
branch lines, many of them 
in IMC fertilizer marketing 
areas. Through aggressive 
and persistent efforts—and 
repeated appearances 
before various agency 
hearings— we were able to 
stop the pendulum from 
swinging too far. The final 
cutback was about 3,200 
miles. IMC’s role in this 
effort earned much support 
from small businesses which 
owed their future to con- 
tinued rail service — not just 
fertilizer companies, but 
many other firms. 


idney T. Keel, 
Senior Vice Presi- 
| dent, Agricultural 

Marketing; Chair- 
man, World Food Produc- 
tion Conferences: “IMC’s 
World Food Production 
Conferences are a natural 
reflection of IMC’s cor- 
porate growth. These 
conferences began in Hong 
Kong back in 1965, and 
since then we've convened 
them twice a year around 
the world, particularly in 
developing nations. Leading 
figures in government and 
science are participants, 
but the major participation 
comes from members of the 
world fertilizer industry. 
The purpose: see what we 
and the industry can do to 
help boost food output” 


The Outlook: 1978 and Beyond 


Without diminishing efforts to build 
our basic fertilizer business, we expect 
to add significant earnings in our newer 
chemicals and industry businesses. 
Chemicals and industry earnings in- 
creased to 39 percent of corporate oper- 
ating earnings in fiscal 1977, compared 
with 23 percent in fiscal 1976. While 
the 1977 percentage differential reflects, 
to some degree, a drop in agricultural 
earnings, it should be noted that chemi- 
cals and industry contributed $87.9 
million of 1977 operating earnings 
compared with $62.9 million in 1976. 
Further advances seem reasonable. 

We have examined the prospects for 
each of our businesses, short- and long- 
term, and our thoughts follow. 
Fertilizers 


The fertilizer industry is an aggrega- 
tion of companies with widely differing 


product lines and approaches to the 
market. Some companies are totally 
wholesalers of raw materials; others 
specialize in raw materials but do some 
retail business; and still others buy and 
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process these materials for what is a 
totally retail business. 

IMC is primarily a wholesaler, but 
with a heavy emphasis on exports. This 
wholesale base plus our export emphasis 
is unique in the industry, and this will 
be very important for the next several 
years. 

In the United States, it appears that 
farmers will harvest record crops this 
calendar year, and granaries already 
full are apt to be bulging with grain by 
fall. Fertilizer usage in the United States 
is not likely to be up in 1978—probably 
flat at the 1976 and 1977 highs. 
Weather, government farm programs, 
and other external forces will have an 
important bearing on this prospect. 

Outside the United States, in ferti- 
lizer markets critically important to 
IMC, highly favorable trends are appar- 
ent. At this time, we are expecting IMC 
sales to overseas customers to take about 


50 percent of our concentrated phos- 
phate sales, 40 percent of our rock sales, 
and 24 percent of our potash sales. Most 
notably, we are expecting a 30 percent 
increase in shipments of phosphate rock. 


ick Hedberg, 
Regional Sales 
Manager, Domestic 
Agricultural Sales: 
“We were able to move 
record tonnages of potash 
into the western part of 
the corn belt for two 
reasons. The addition of 
young new blood on the 
sales staff gave us the ability 
to reduce the size of terri- 
tories and go after more 
concentrated sales cover- 
age. And we used market 
surveys to see how we could 
really be of service to the 
independent fertilizer 
producer. He's an important 
part of the market, and he 
responds to the services 
were prepared to offer’ 
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With IMC’s approach to the fertil- 
izer business, the keys to successful op- 
erations are large, efficient mines and 
plants, adequate mineral reserves, and 


effective marketing. In the halcyon fer- 
tilizer years of 1974-76, we brought our 
plants, the largest in the industry, to 
mint condition. Our reserve position is 
discussed on page 19. 

During the 1974-76 period IMC built 
the world’s largest concentrated phos- 
phate plant, completed at just about the 
time the market was saturated. Accord- 
ingly, production had to be phased in 
slowly, and only late in fiscal 1977 did 
we bring output up to an annual rate of 
750,000 tons of POs equivalent. This 
operation, a fine technical achievement, 
is scheduled to produce at capacity in 
fiscal 1978, with IMC taking 37 percent 
of the output for our own account. The 
remainder will be sold on long-term 
take-or-pay contracts. Longer range, the 
challenge will be to find the best markets 
for the output. Competition is formida- 
ble, and is likely to remain so. 

Also possible is the production of 
uranium nuclear fuel from concentrated 
phosphate operations. A pilot plant is 
under construction. 

Nitrogen, which is produced by our 
Chemical Group, is sold to fertilizer and 
industrial markets, primarily on long- 
term contracts. The relative strength of 
IMC’s nitrogen position, based on our 
natural gas operations and efficiencies 
of our new ammonia plant, is discussed 
elsewhere in this report. But it is noted 
here that the supply available to the U.S. 
farmer exceeds demand, with the mar- 
ket certain to be highly competitive for 


the next two or three years. Nitrogen is 
not a significant export item, although 
significant quantities move offshore as 
components of concentrated phosphates. 


So with nitrogen we struggle a bit, 
and on every product we face escalat- 
ing costs—which we can fight but not 
lick. But for the heart of the business— 
phosphate and potash mines and plants 
—the outlook is favorable, with the best 
opportunities where IMC is strongest; 
i.e., the export trade. 

Animal Agriculture 

Our six-month report to sharehold- 
ers last January noted that IMC prod- 
ucts sold to the livestock and poultry 
markets were becoming increasingly im- 
portant to corporate results, and that to 
improve understanding of the company 
we would start discussing these prod- 
ucts in fiscal 1978 as though they con- 
stituted a separate business. Some of the 


on Lyons, Western 

Field Sales 

Manager, Animal 

Health and 
Nutrition (far left): 
“Marketing animal feed 
ingredients is a highly 
technical business today. 
Thats where IMC has led 
in the industry — with 
seminars, formulation 
counseling. and individual 
help to customers? 


Dick Hunt, Eastern Field 
Sales Manager, Animal 
Health and Nutrition: “Our 
division went through a 
year of consolidation as the 
livestock market continued 
weak for most of our 
products. But the industry 
is straightening itself out. 
Our customers are making 
money again” 
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products are produced by our agricul- 
tural operations and some by our chem- 
icals operations. Sold into both the feed 
ingredient market and the animal health 
market, these products in combination 
accounted for 11 percent of total cor- 
porate operating earnings in fiscal 
1977. 

The major product lines are phos- 
phate and potassium feed ingredients 
for the animal feed industry; liquid and 
dry premixes for cattle in the Southwest, 
Ralgro anabolic growth-promoting 
implant for cattle and feedlot lambs; 
Baciferm antibiotic feed additive; and a 
choline chloride nutritional supplement. 
Both Baciferm and choline chloride are 
for hogs and poultry. 

Lower feed costs and higher livestock 
and poultry prices have lifted growers’ 
current incomes, and the outlook is for 
more animals on feed in fiscal 1978 than 
in fiscal 1977—cattle and hogs each up 
4 percent, poultry up 5 percent. Animal 
feed consumption will likely rise by 
about 6 percent, with feed ingredient 
industry tonnages to the feed manufac- 
turers up 8 to 10 percent. Ingredient 
dollar volume may be down a bit for the 


a 


industry because of somewhat lower 
year-to-year prices. 

Sales of Ralgro, an IMC exclusive, 
are continuing to increase—up 84 per- 
cent in fiscal 1977. Ralgro speeds weight 
gains and improves feed efficiencies. 
Beef and sheep producers have realized 
a return of up to $10 for each $1 spent 
on the product. Market penetration de- 
pends upon educating the customer to 
Ralgro use and values. Obviously, the 
job calls for strong marketing backed by 
technical support. 

For the longer term in animal agri- 
culture, improved margins should come 
from increasing Ralgro sales and from 
the construction of two new phosphate 
feed ingredients plants. These plants, 
going up at our two-year-old phosphate 
chemicals operations at New Wales, 
Florida, will increase capacity for exist- 
ing products and give us production of 
an ingredient we are not currently 
making. 

One of the plants, a $36 million op- 
eration to turn out calcium and ammo- 
nium phosphates for the livestock and 
poultry markets, is expected to come on 
stream in September, 1977 — three 


r. Jess Henson, 
Technical Con- 
sultant, Veterinary 
Products: “Ralgro 
is a good product— reliable, 
safe, effective. But it isn’t 
magic. Like any tool, it has 
to be used properly. And it 
has to fit the goals of the 
livestock producer. That's 
where my work comes in— 
to help provide the scientific 
data the industry needs to 
get the full economic 
benefits of Ralgro” 


am Marshall, Busi- 
ness and Com- 
munity Relations 
Manager, Florida 
Agricultural Operations: 
“Our job is to reinforce what 
our sales people are doing, 
and to acquaint our cus- 
tomers with how much care 
goes into producing our 
products. We also work 
closely with community and 
environmental groups. It’s 
nice to know you've earned 
a reputation as a good 
neighbor — with folks willing 
to talk instead of shout when 
something goes wrong? 


months ahead of schedule. The second 
plant, an $18 million project, will put us 
back into defluorinated phosphate pro- 
duction for poultry. 

There will be a plus in defluorinated 
phosphate production through the 
latest technology in energy conserva- 
tion — heat recycling systems, heating 
chains, and low gas flue loss. This con- 
servation should permit operations at 
somewhat lower costs than competi- 
tors have. 

IMC’s products for animal agricul- 
ture add up to a solid business, and we 
have a strong position based on market- 
ing and technical leadership. 

Chemicals 

IMC has $361 million invested in the 
various operations that make up the 
IMC Chemical Group. Of this invest- 
ment, 59 percent is committed to am- 
monia and to natural gas, the raw 
material for ammonia production. Am- 
monia is the source of nitrogen fertil- 
izers, produced in various forms. Al- 
though approximately 81 percent of 
U.S. ammonia production is sold into 
agricultural markets, IMC plans to sell 
about 45 percent of its output to indus- 
trial users, primarily textile manufac- 
turers. 

Much has been written about am- 
monia and nitrogen production — new 
plants and the coming oversupply. 
While some observers confuse label ca- 
pacity with production capability, and 
while no one can predict what will hap- 
pen to natural gas supplies next winter, 
it is clear that production can exceed 


demand for the next few years. This is 
going to be a highly competitive market. 

IMC, with an ammonia label capacity 
of 750,000 tons annually, has captive 
and long-term contract commitments 
totaling approximately 88 percent of 
probable output. We own, or control, 


substantial supplies of natural gas. Our 
total gas position is discussed on page 19. 

Our costs, including gas, will range 
near the estimated industry mid-point; 
i.e., we believe 50 percent of the indus- 
try can produce at lower costs than we 
and 50 percent at higher costs. 

The Chemical Group investment is 
highly skewed to ammonia and gas, but 


ene Roark, Vice 
President and 
General Manager, 
Gas and Oil 
Division: “The Sterlington 
ammonia plants use 122 
million cubic feet of natural 
gas a day. That's a lot of 
gas, and our principal job 
is to keep it coming. In this 
energy crisis, I think IMC 
had a great deal of foresight 
in undertaking internal 
efforts to discover and 
purchase gas reserves. 
We're about in balance, and 
we can see comfortable 
security for the next five 
to seven years’ 


im Shipp. Director 

of Operations 

Planning, 

Petrochemicals: 
“With an ammonia plant, 
you're doing nothing but 
wasting natural gas when 
you're shutting down and 
starting up. So reliability 
was one of our biggest 
concerns in building IMC’s 
new Sterlington ammonia 
plant. This plant was ready 
for feed gas to the unit on 
January 29, and we were 
producing ammonia by 
February 12— right on a 
13-day cycle. That's fairly 
fantastic. I think what's 
more remarkable is that the 
unit operated 103 days 
prior to any trip-out, and 
then it was only down for 
about 20 hours? 


50 percent of the Chemical Group’s 
earnings in fiscal 1977 came from elec- 
trochemicals, nitroparaffins, carbon 
black, biochemicals, and other special- 
ties. The markets for these lines tend to 
follow U.S. economic activity, and thus 
prospects for fiscal 1978 appear favor- 
able. 

Thinking longer range, we have built 
an oil and gas exploration and acquisi- 
tion organization that added approxi- 
mately 23 billion cubic feet of gas and 
1.5 million barrels of oil to our reserve 
holdings in Louisiana last year. Given 
this capability, we have confidence that 
we can entertain expansion into related 
petrochemical ventures. A logical ex- 
ample is methanol. We have a substan- 
tial captive methanol requirement and 
many years of experience in the mer- 
chant market. 

In the electrochemicals area, we have 
a $14 million sodium chlorate plant 
under construction. This product is ag- 
gressively sought by the paper manufac- 
turers as they strive to meet federal 
environmental standards applicable to 
the papermaking process. Also in elec- 
trochemicals we are expanding hydro- 


chloric acid capacity and examining 
other outlets for the chlorine coming 
from our three chlor-alkali plants. 
IMC is the only producer of nitropar- 
affins in the world, and we expect to be 
making decisions on future directions in 
fiscal 1978. Present basic capacity totals 
85 million pounds a year through one 


letcher Allen, 

Manager, Chem- 

icals Purchasing: 

“In setting up a 
corporate-wide program to 
increase purchasing from 
minority vendors, we've 
bumped into the fact that 
we're all creatures of habit. 
We've got to go out and 
locate some new suppliers, 
but we tend to keep buying 
from all the people we know. 
Its difficult to change” 


eter Scotut-Hansen, 
Director of Inter- 


national Marketing, 


Carbon Products: 
“Petroleum coke is used by 


the iron and steel industries, 


mostly outside the United 
States. We buy the coke 
from domestic petroleum 
refiners, who consider it a 
waste disposal problem, 
and we find markets into 
which it can be sold. Our 
function is really that of an 
intelligence clearing house 
—we put the distant needs 
together and make an eco- 


nomic proposition out of it? 
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plant at Sterlington, Louisiana. Deriva- 
tive plants are located in Indiana and 
West Germany. 

Nitroparaffins are a unique and use- 


P, 
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ful family of chemicals and command, 
in some forms, good prices, and good 
margins. 

The protective coatings, pharmaceu- 
tical, and textile industries are among 
many markets for NPs. The manufac- 
turing process gives us four basic NPs, 
unfortunately in fixed ratios. The chal- 
lenge is to develop markets within the 
rigidity of fixed ratios at the basic pro- 
duction level. We have identified 100 
useful derivatives. 

The thermal carbon black business 
contributed importantly to earnings in 
fiscal 1977, and it appears that there is 
a good place in the market for this high 
quality specialty material. It is made 
from natural gas. We are considering 
stepping up output at our Canadian 
carbon black plant in Alberta. 

Industrial explosives, for which nitro- 
gen is an ingredient, barely broke even 
in fiscal 1977, but will do substantially 
better in fiscal 1978. Viewed as a mar- 


ket for the nitrogen we produce, explo- 
sives are important, and it is within that 
context that we consider the future of 
this business. 


In summary: in ammonia and other 
hydrocarbons, IMC has built a resource 
base—natural gas—behind the Chemical 
Group, and this base gives us several 
ways to go in the future—a variety of 
interesting possibilities. In electrochem- 
icals, we are pretty well situated in a 
regional market, and the products can 
be counted on for a return on invest- 
ment above the corporate average. The 
chemicals business earned 8.5 percent 
in fiscal 1977 on the capital invested. A 
reasonable long-term goal seems to be 
12 percent, but that will not be achieved 
until the ammonia market returns to 
more normal supply-demand relation- 
ships. 

Industry 

For the Industry Group, fiscal 1977 
was a year of contrasts. Ferroalloys, 
foundry resins, foundry minerals, and 
other related products fared very well 
in tough markets. Carbon products, 
mainly petroleum coke, suffered with 


oe Doninger, 

General Manager, 

McWhorter 

Resins: “We made 
record resins sales in fiscal 
1977 by responding to cus- 
tomers’ needs— tailoring 
the product to do the spe- 
cific job. and providing 
technical support. We're in 
the forefront right now of 
water-based resin tech- 
nology, helping customers 
develop new coatings for- 
mulation practices before 
the government forces 
them to greatly reduce the 
use of solvents! 


the economies of Europe and, to a lesser 
extent, of Japan. 

Against this background, a good 
part of the Industry Group starts fiscal 
1978 with the confidence that comes 
from strong forward momentum and 
the prospect of steady improvement in 
some key markets. Carbon, struggling in 
really poor markets, has acquired a sub- 
stantial number of new customers, and 
these customers, plus normal relation- 
ships, provide a good opportunity for 
modest sales increases. However, im- 
provement in margins is not likely until 
the steel industry takes an upturn in in- 
ternational markets. 

Although it is impossible to predict 
the turn for European steel, trends in 
some other areas are up, and it seems 
reasonable to expect an increase in cap- 
ital goods commitments in the United 
States. Fortunately, we make and sell a 
broad product line, a sound and solid 
base. On balance, a modest gain in earn- 
ings in fiscal 1978 seems an appropriate 
expectation. Longer range, a number of 
developments appear important. 

In our existing lines of business, ex- 
pansion projects and new products 
should help with the job of building 
margins longer term. Expansion has 
been completed in ferrosilicon; con- 
struction is on schedule to expand pro- 
duction of chrome ore; and we are 
expanding output of Oliflux, a proprie- 
tary blast furnace additive sold to the 
steel industry. New resins and core- 
making machines have been developed 
to meet an urgent and continuing need 
for energy conservation in the foundry 
industry, and a recent acquisition has 


added latex emulsions to the resins line. 
Petroleum coke is seeing greater use as 
fuel by U.S. utilities, a trend that seems 
likely to continue. 


Our recent purchase of a metallur- 
gical coal property gives us a good be- 
ginning in this business. Annual output 
from this property is to be tripled to 1.5 
million tons in the next two to three 
years, and in due course additional re- 
sources will be acquired. 

In the meantime, we will be looking 
for other new nucleus businesses for the 
Industry Group. 

The long-term goal is to more than 
double operating earnings—through ex- 
panding the newly acquired coal busi- 
ness, improvement in carbon product 
margins, entry into new businesses, and 
better economic conditions in our 
markets. 


on Freas, General 

Manager of Opera- 

tions, Ferroalloys 

and Metals: “We 
brought the new Bridgeport 
ferrosilicon plant on stream 
ahead ofschedule and below 
budget. I think we were able 
to do it because a lot of 
people gave it a lot of close 
attention. They wanted to 
see a good result. Now every 
effort must be made to keep 
the operation as efficient as 
possible. And it should be a 
clean operation— our anti- 
pollution system accounted 
for $7.5 million of capital 
investment” 


Principal Operations 


Net 


Fixed Asset 
Fixed Assets Additions 


(in millions) 


(in millions) 
1976 
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Major Facilities Annual Shipments 


Capacity 
1977 1976 = 
4 mines, 4 plants, Florida 12,500,000 11,634,000 11,614,000 Reserves: 138 million tons in central Florida supporting 
tons tons tons current operations 10 years at present operating rate, 
plus approximately six years at lower rates. 

Reserves and prospects, Florida — — — Feasibility studies continuing on 270 million tons of re- 
serves 40-50 miles south of present operations; 10-year 
option on new site in east-central Florida. 

Phosphate chemicals plant, Florida 750,000 tons 700,000 469,000 Produces phosphoric acid and uses it to make ammonium 

P.O; equiv. tons tons phosphates, triple superphosphate, feed phosphates. 

Existing feed phosphate plant, Florida 400,000 293,000 289,000 Plant to be sold during fiscal 1978. 

tons tons tons 

New dicalcium feed phosphate plant, 435,000 _ = On stream early in fiscal 1978, producing calcium and 

Florida tons ammonium feed phosphates. 

New defluorinated feed phosphate 100,000 — = On stream summer 1978, producing defluorinated feed 

plant, Florida tons phosphates. 

Phosphate fertilizer/feed phosphate 130,000 tons 77,000 62,000 Produces phosphoric acid, superphosphate, dicalcium 

plant, Ontario, Canada P0; equiv. tons tons phosphate. 

2 mines, 2 plants, Saskatchewan, 4,200,000 2,889,000 2,427,000 Reserves: 1.5 billion tons of ore, supporting present 

Canada product tons tons* tons* operations in excess of 100 years. 

Mine, plant, New Mexico 900,000 920,000 755,000 Reserves: 229 million tons of ore, supporting present 

product tons tons tons operations in excess of 25 years. 

Prospect, New Brunswick, Canada — — — Potash and salt prospect under study; good technical 
possibilities. 

6 granulation plants, 38 bulk-blending 1,000,000 814,000 768,000 Finished fertilizers, with 59% premium brands. 

plants, Southeastern, Midwestern U.S. tons tons tons 

Liquid feed operations, — — — Includes iland development business related to Florida 

land development mining, miscellaneous other assets. 

Gas operations and reserves, Not 11,426 7,193 Reserves: 134 billion cubic feet of natural gas; 7.6 million 

Louisiana applicable MMCF MMCF barrels of crude oil and condensate, and natural gas 
liquids. Additional 55 million cubic feet of gas per day 
for Sterlington plant on contract, subject to curtailment. 

2 ammonia plants, Louisiana 750,000 554,000 233,000 Second plant on stream February, 1977. 

tons (label) tons tons 

Basic nitroparaffins (NPs) plant, 3 NP 85,000,000 63,300,000 60,700,000 Produce nitromethane, nitroethane, nitropropanes, NP 

derivatives plants, Louisiana; Indiana; lbs. basic NPs ibs. Ibs. derivatives; derivatives capacity varies with product mix. 

West Germany 

Explosives plants, Illinois; Utah Not 204,000 185,000 Produce industrial explosives and blasting agents. 

applicable lbs. Ibs. 

Electrochemicais plants, New York 287,000 224,000 213,000 Produce chlor-alkalis, including chlorine, caustic 

(40% IMC-owned); Maine; Ohio tons tons tons potash, caustic soda, hydrochloric acid. 

Feldspathic mines, North Carolina; 480,000 434,000 407,000 Produce feldspar, nepheline syenite, aplite, quartz, 

Virginia; Ontario, Canada tons tons tons brick coatings. Reserves will support current operations 
75 years at present operating rates. 

Animal implant manufacture, Indiana Not 62,827,000 39,031,000 Produces anabolic animal implants and other products. 

applicable pellets pellets 

Ferrosilicon plant, Alabama 75,000 43,000 47,000 40-megawatt furnace on stream April, 1977 

tons tons tons (75% IMC-owned). 

Ferrosilicon plant, Tennessee 40,000 22,000 25,000 22-megawatt furnace. 

tons tons tons 

Ferroalloys plants, Luxembourg and 6,600 3,300 2,200 Produce ferroalloys of columbium, molybdenum, 

Mexico (minority ownerships); Canada tons tons tons titanium, tungsten, vanadium. 

Chrome ore mine, South Africa 330,000 285,000 224,000 Expansion to 550,000-ton annual capacity scheduled for 

tons tons tons completion during fiscal 1978. Reserves will support 
operations 31 years at planned production rates. 

Fluorspar mines, plants, Mexico 375,000 252,000 235,000 Reserves will support current operations 82 years at 

and Kenya (minority ownerships) tons tons tons present operating rates. 

Coke calcining plants, 220,000 166,000 132,000 Produce calcined petroleum coke, process green 

Texas (50% !MC-owned); California tons tons tons petroleum coke. 

5 mines, 12 plants, 500,000 473,000 473,000 Produce resins, oils, clays, sands, core molding machines. 

various U.S. locations tons tons tons Reserves will support current operations at present op- 


erating rates 30 years for bentonite, 15 years for refractory 
clays, 230 years for olivine. 


*Includes 721,000 tons produced in 1977 and 464,000 tons in 1976 under a service agreement for AMAX Inc. 
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Key Managers 


Agriculture Group 


Marketing 

Sidney T. Keel, Agricultural Marketing 

Harry L. Carroll, Domestic Marketing 

Robert J. Pearce, Mixed Fertilizers 

Herbert T. Peeler, Animal Health and Nutrition 

Christopher C. Williams, Domestic Sales 

Frederick J. Blesi, Product Management 
and Development 

Luis J. Vergne, Overseas Sales 

Erik C. Ekedahl, Asia/Pacific Sales 

Richard R. Roch, Materials Management 


Operations 
Judson H. Drewry, Agricultural Operations 
Billie B. Turner, Florida Operations 
Allen P. Blackmore, Ontario Phosphate Operations 
Colin A. Campbell, Florida Minerals Operations 
Charles E. Childers, Esterhazy Potash Operations 
T. Jackson Cleghorn, Florida Land 

Management and Development 
Thomas L. Craig, Florida Chemicals Operations 
Dee L. Dibble, Operations Administration 
Robert W. Hougland, Carlsbad Potash Operations 


Finance 
Oscar T. Stutsman, Finance Manager 
Robert C. Brauneker, Controller 


IMC Chemical Group, Inc. 


Marvin B. Gillis, President 

Lester G. Sobin, Industrial and Organic Chemicals 
Graham W. McMillan, Biochemicals 

Roger E. Secrist, Hydrocarbons 

Ted R. Bialek, Finance 

Paul G. Mount, Materials Management 

Walter I. Swanson, Controller 


Business Managers 

O. Wayne Chandler, Nitroparaffins 

Scott S. Chandler, Veterinary Products 

Frank E. Daley, Electrochemicals 

Lyle A. Holmes, Industrial Minerals 

Robert E. Jones, Jr., Petrochemicals 

Robert B. Kayser, Operations, 
Industrial and Organic Chemicals 

Gene E. Roark, Gas and Oil 

James J. Roveda, Industrial Chemicals 

Paul E. Sullivan, Trojan Explosives 

Raymond E. Tuttle, NYMA 

Keith S. Wood, Chemicals International 


IMC Industry Group 


Donald E. Phillips, President 

Anton F. Kuzdas, Executive Vice President 
Alan B. Wagner, Administration 

John L. Dentzer, Finance 

Donald L. Simandl, Controller 


Business Managers 

George T. Baebler, Foundry Products 
Nugent Comyn, Lavino S.A. 

Joseph E. Doninger, McWhorter Resins 
Eric Lomnitz, Continental Ore Europe Ltd. 
John T. Lumis, Carbon Products 

I. David Paley, Ferroalloys and Metals 
Henry Siegmann, Minera Continental S.A. 


International Minerals & Chemical 


Corporation (Canada) Limited 
Mervyn A. Upham, President 
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Financial Review 


Business Unit Summary (in millions) 


YearsendedJune30 1977 1976 1975 1974 1973 
Net Sales: Agriculture 
Phosphate rock $ 138.4 201.6 208.8 75.4 45.0 
Concentrated phosphates 195.1 190.2 101.3 60.6 44.0 
Potash 103.8 104.0 115.7 81.6 57.5 
Mixed fertilizers 108.9 99.5 115.9 96.1 74.9 
Other 56.5 58.3 206.9 103.0 20.9 
$ 602.7 653.6 748.6 416.7 242.3 
Net Sales: Chemicals 
Hydrocarbons $ 144.5 108.9 16.0 — — 
Industrial and organic chemicals 140.2 126.6 100.4 67.9 — 
Biochemicals 21.6 19.7 4.0 — = 
$ 306.3 253.2 120.4 67.9 — 
Net Sales: Industry 
Carbon products $ 182.0 167.8 210.6 80.8 66.7 
Ferroalloys 135.9 128.6 161.7 77.6 62.6 
Foundry products 40.7 34.5 327 26.4 2312 
Other 12.6 20.3 28.9 189.1 153.1 
$ 371.2 351.2 433.9 573.9 305.6 
$1,280.2 1,260.0 1,302.9 858.5 547.9 
Operating Earnings* 
Agriculture $ 135.8 210.2 234.3 103.2 44.6 
Chemicals 53.9 25.8 239 6.7 -= 
Industry 34.0 37.1 45.2 15.7 11.0 
$ 223.7 273.1 303.4 125.6 55.6 
Net Earnings* 
Agriculture $ 73.4 114.9 131.4 53.6 23.1 
Chemicals 22.2 6.4 122 3.2 — 
Industry 12.6 39 18.1 BS) 2.3 
$ 108.2 135.2 161.7 57.3 25.4 
Invested Capital 
Agriculture $ 553.6 533.2 530.2 387.7 311.2 
Chemicals 361.1 299.1 207.9 66.8 — 
Industry 141.6 118.6 82.6 61.2 79.9 
Return on invested Capital 
Agriculture 14.1% 22.7% 26.1% 148% 8.5% 
Chemicals 8.5 3.9 71 ST — 
Industry 12.3 14.7 24.6 6.0 6.1 


*Before extraordinary items in 1975, 1974, and 1973. 
Note: Operating earnings are before interest, corporate general income and 
expenses, and taxes on income. Net earnings include income tax provisions that 
relate to each group’s results of operations and after-tax interest and corporate 
general income and expenses that have been allocated among the businesses based 
principally on sales and invested capital. 
Return on invested capital is based on net earnings plus after-tax interest divided 
by year-end shareholders’ equity and long-term debt. 
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Key Five-Year Comparison 


Agricu 
Market 
Sidney ` 
Harry 1 
Robert 
Herber! 
Christo 
Frederi 
ee ‘ Years ended June 30 1977 1976 1975 1974 1973 
ae Summary of Operations (In millions except per share amounts) 
Operat Revenues $1,296.5 1,278.5 L337 871.8 556.8 
Judson Operating costs and expenses 1,097.5 1,023.5 1,033.8 750.4 507.8 
T l Loss on investments and discontinued operations = = -— 8.7 = 
Colin, Interest charges 34.9 29.8 23.3 16.5 13.1 
Charle Earnings before income taxes and extraordinary items 164.1 225.2 274.6 96.2 35.9 
p e Provision for income taxes 55.9 90.0 112.9 38.9 10.5 
Thom: Earnings before extraordinary items 108.2 135.2 161.7 57.3 25.4 
Deel. Extraordinary items* = = 4.2 13.0 J 
Rober! Net earnings 108.2 135.2 165.9 70.3 26.1 
ae Preferred stock dividend requirements 8 E2 22) 27 2.1 
Rober Net earnings for common shares 107.4 134.0 164.0 67.6 24.0 
Per Share Data 
IMC ¢ Primary earnings—before extraordinary items $6.09 7.13 9.90 3.58 1.57 
Marvi Primary earnings—net 6.09 Welles 10.16 4.43 1.62 
eae Fully diluted earnings—before extraordinary items 5.93 7.38 8.89 3.18 1.45 
Roger Fully diluted earnings—net 5.93 7.38 9.13 3.90 1.49 
aa Common dividends 2.45 2.10 1.38 57 29 
Walte Book value 35.64 31.94 25.89 16.72 12.77 
Busine 
O.Wa Average shares—primary 17.6 17.3 16.1 15:2 14.9 
soe i Average shares—fully diluted 18.2 18.3 18.2 18.1 172 
ran am 
a Other Data (Dollars in millions) 
Robe! Total assets $1,368.6 1,267.1 1,097.3 755.4 564.5 
an Working capital 254.9 PS 183.9 194.7 131.4 
Jame Property, plant, and equipment, net 778.6 684.2 544.9 307.9 234.8 
Paull Long-term debt, less current maturities 387.0 389.5 306.3 255.2 155.5 
kern Shareholders’ equity 649.3 579.5 456.9 308.3 248.8 
Invested capital 1,036.3 969.0 763.2 563.5 404.3 
IMC Capital expenditures 174.8 165.0 165.3 99.4 22.0 
rere Depreciation and depletion 67.7 54.8 34.1 24.4 17.5 
ae Returns based on earnings before extraordinary items 
Dona Net sales 8.5% 10.7% 12.4% 6.7% 4.7% 
Busin Shareholders’ equity 16.7% 23.3% 35.4% 18.6% 10.2% 
cae Invested capital 12.1% 15.5% 22.7% 11.6% 7.9% 
J a Number of shareholders, including beneficial owners 36,800 31,180 29,800 29,500 35,094 
Eric] Number of employees 9,861 9,674 10,455 6,589 6,165 
fod Common shares outstanding at end of fiscal year (In millions) 17.9 17.5 16.5 15.1 14.8 
Henr 
The summary of operations and other data for 1976 and earlier *In 1975 and 1974, loss carryforward tax credits; in 1973, loss 
Inte! years have been restated for the retroactive effect of adopting new carryforward tax credits, net of provisions for losses on discontinued 
Cor standards of accounting for leases. The change reduced previously operations. In 1974, IMC changed its accounting criteria for ex- 
reported net earnings by $.1 million to $.2 million (1¢ to 2¢ per traordinary items. If applied in earlier years, earnings before 
Mer share). extraordinary items would have been $23.6 million ($1.45 per share) 
for 1973. 
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Analysis of Earnings Change 
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Sales of $1,280 million were up slightly—$20 million in 1977 
from 1976—after a decline of $43 million in 1976 from 1975, 
the peak year in IMC’s history. In most instances, sales volumes 
were higher in 1977 compared with 1976, but these gains were 
nearly offset by lower per unit realizations. In 1976, the decline 
in sales was attributable to lower sales volumes. 

Gross margins—sales less cost of goods sold—were down in 
both year-to-year comparisons and as a percentage of sales. 
These comparisons are summarized as follows: 


Sales Gross Margins % of Sales 
1977 $1,280.2 $289.6 22.6 
1976 1,260.0 325.6 25.8 
1975 1,302.9 348.3 26.7 


Gross margins were affected by the sales factors mentioned 
previously. In addition, increases in unit costs—primarily from 
inflation—had an adverse impact in each year-to-year 
comparison. 

Agriculture sales and earnings in 1977 were lower than 1976 
levels, which in turn were lower than 1975 levels. The 1977 
declines are primarily the result of lower volume and prices for 
phosphate rock sold overseas; lower costs, including a decrease 
of approximately $10 million in Saskatchewan mining fees and 
taxes, were partially offsetting factors. The 1976 declines reflect 
a return to more normal conditions after nearly two years of 
record demand; lower volumes and higher costs, including an 
increase in Saskatchewan mining fees and taxes of about $8 
million, were offset in part by higher average selling prices. 

The Chemical Group’s sales and earnings in 1977 increased 
significantly from a year ago as a result of production from the 
new 1,150-ton-per-day ammonia plant and higher volumes and 


selling prices for most hydrocarbon products. In 1976, the 
Group’s contribution to IMC’s earnings was reduced from a 

year earlier because of ammonia and nitroparaffin production 
problems in the first half of 1976. Late in fiscal 1975, Commer- 
cial Solvents Corporation (CSC), since renamed IMC Chemical 
Group, Inc., became a wholly-owned subsidiary in a purchase 
transaction. Prior to that date, IMC’s revenues included its 

46 percent equity in CSC’s earnings. If CSC had been a wholly- 
owned subsidiary throughout fiscal 1975, consolidated revenues 
and net earnings would have increased $174.8 million and 
$6.5 million, respectively. 

The European and Japanese steel industries operated in a 
depressed condition during both 1977 and 1976 in relation to 
1975 and those conditions adversely affected Industry Group 
sales and earnings from petroleum coke. The lower earnings 
contribution from petroleum coke was partially offset by 
earnings improvements in the ferroalloy and foundry sectors of 
that business. 

Selling, administrative, and general expenses increased 
$17.8 million in 1977 and $10.0 million in 1976. These 
increases are partly from the inflationary effect on salaries and 
other expenses, and partly from additional expense from staff 
expansion and outside fees to comply with expanding govern- 
ment regulations—-EPA, OSHA, SEC, FTC, EEO, ERISA, et al. 

The additional interest expense of $5.1 million in 1977 and 
$6.5 million in 1976 primarily results from the full-year effect in 
1977 and first-year effect in 1976 of the 9.35% sinking fund 
debenture offering of November, 1975. 

Income taxes were lower in 1977 from lower earnings and a 
lower effective rate (34% vs. 40%) caused by greater invest- 
ment credits and U.S. foreign tax credits in 1977. For 1976, the 
provision was also lower, principally because of lower earnings 
as well as a lower effective rate from earnings mix and tax credits 
on dividends from foreign subsidiaries. 

On a per share basis, primary earnings declined $1.64, or 
21%, in 1977 from 1976 and $2.43, or 24%, in 1976 from 
1975. Part of the decline in both years is caused by an increase 
in average shares chiefly from conversions of preferred stock 
and debentures. Fully diluted earnings of $5.93 in 1977 
represented 97.4% of primary earnings; $7.38 in 1976, 95.5%; 
and $9.13 in 1975, 89.9%. 
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Worldwide Business 

An important part of IMC’s total revenues consists of sales 
of products exported from the United States plus sales of prod- 
ucts produced outside the United States and sold anywhere in 
the world, including the United States. There follows a break- 
out of the market mix. 


1977 1976 

US. sales of 

U.S.-produced products $ 724.9 57% $ 670.1 53% 
Export sales from U.S. 340.8 27 386.8 31 
Sales of products 

produced in Europe 47.6 4 42.7 3 
Sales of products 

produced in Canada 1464 11 138.6 11 
Sales of other 

foreign-produced products 20.5 1 21.8 2 

$1,280.2 100% $1,260.0 100% 


The most significant exports from the U.S. are sales of 
phosphate rock. Other important exports include concentrated 
phosphates, potash, and petroleum coke. 

Foreign subsidiaries contributed $23 million to consolidated 
net earnings in 1977, almost the same as in 1976. Export sales 
were an important contributor to net earnings. 


Financial Condition 


Ci Receivables as a percentage of sales were 16% at June 30, 
1977, about the same as a year ago. The practice of stringent 
control of credit continues. 

O Inventories of $220 million increased by $6 million from 
1976, generally from higher unit costs. Petroleum coke inven- 
tories remained on the high side although reduced from the close 
of 1976. Otherwise quantities were in line with operating levels. 
O Short-term debt increased $20 million, used to finance 
European working capital requirements. 

O Long-term debt at June 30, 1977, was $387 million, 
compared with $390 million a year ago. IMC did not raise 
any major amounts of new debt during the year. Long-term debt 
represented 37 percent of invested capital at year-end, down 
from 40 percent at the close of 1976. 

O In 1977, all the remaining convertible preferred stock and 
$4 million of the 4% convertible subordinated debentures were 
converted into 474,676 shares of IMC common stock. Looking 
ahead to fiscal 1978, these conversions should result in about 
the same number of shares used in the calculation of both 
primary and fully diluted earnings per share. 
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Quarter First 


Common Stock Prices and Dividends 
Fiscal 1977 


Dividends per share $ .60 $ 
Common stock prices 
High 4014 
Low 33% 
Fiscal 1976 
Dividends per share $ .50mS 
Common stock prices 
High 46% 
Low 36% 


Second 


Third 


Fourth 


60 60 $ 65 
41% 44% 44 
36% 37% 40% 

50 50 $ .60 
444, 4214 38% 
32% 35% 32% 


cece 0598S 


Quarterly Data 


(In millions except per share amounts) 


Fiscal 1977 

Net sales 
Agriculture 
Chemicals 
Industry 


Operating earnings 
Agriculture 
Chemicals 
Industry 


Corporate general income and 
expenses and interest charges 
Earnings before income taxes 
Provision for income taxes 
Net earnings 
Earnings per share 
Primary 
Fully diluted 


Fiscal 1976 

Net sales 
Agriculture 
Chemicals 
Industry 


Operating earnings 
Agriculture 
Chemicals 
Industry 


Corporate general income and 
expenses and interest charges 
Earnings before income taxes 
Provision for income taxes 
Net earnings 
Earnings per share 
Primary 
Fully diluted 


Quarter First 


$125.0 
69.6 
85.5 


280.1 


279. 
15.4 


Second 


137.3 
72.6 
91.3 


301.2 


38.7 
12.4 
7.7 


58.8 


14.1 
44.7 
16.8 
279 


1.59 
1.54 


163.0 
53.0 
97.7 


313.7 


65.0 
(1.2) 
11.1 


74.9 


9.9 
65.0 
27.3 
37.7 


2.16 
2.06 


Third 


Fourth 


Fourth Quarter Results 

Fourth quarter net earnings were 
$28.5 million compared with $29.2 
million a year ago, a 2 percent decline. 
Compared with this year’s third quarter, 
net earnings increased $1.3 million or 
5 percent. Both fourth quarter results 
reflect the adoption of new standards of 
accounting for leases which had an 
insignificant effect on net earnings. 

Operating earnings declined slightly 
from a year ago, with the Chemical 
Group earnings increase largely off- 
setting lower Agriculture earnings. 
Much of the Chemical Group increase 
comes from higher shipments of am- 
monia to industrial and agricultural 
customers, with the second plant on 
stream throughout the quarter. Chem- 
icals and Industry contributed 44 per- 
cent of total operating earnings, up 
from 30 percent a year ago and 34 per- 
cent in this year’s third quarter. Agri- 
culture fourth quarter earnings were less 
than last year primarily as a result of 
lower selling prices on phosphate rock 
exports. Agriculture earnings were also 
less than this year’s third quarter due to 
a decrease in the volume of exports of 
phosphate rock. 

Income tax provisions in the 1977 
fourth quarter were lower than last 
year’s fourth quarter and this year’s 
third quarter due to lower pre-tax earn- 
ings and a change in the estimate of U.S. 
foreign tax credits. Income tax provi- 
sions in 1976’s fourth quarter were 
lower than 1976’s third quarter as a 
result of lower earnings and a change in 
the estimate of the effective Canadian 
income tax rate. The 1977 fourth quar- 
ter’s effective tax rate was 22.3 percent 
compared with 26.8 percent a year ago 
and 37.6 percent in the March quarter. 
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Consolidated Statement of Earnings 


(In millions except per share amounts) Years ended June 30 1977 1976 

Revenues 

Net sales $1,280.2 $1,260.0 

Interest earned and other income, net 16.3 18.5 
1,296.5 1,278.5 


Costs and expenses 


Cost of goods sold 990.6 934.4 
Selling, administrative, and general expenses 106.9 89.1 
Interest charges 34.9 29.8 

1,132.4 1,053.3 
Earnings before income taxes 164.1 225.2 
Provision for income taxes 55.9 90.0 


Net earnings $ 108.2 $ 135.2 


Earnings per common and common equivalent share 
Primary $ 6.09 $ 7.73 
Fully diluted 5.93 7.38 


(See Notes to Consolidated Financial Statements) 
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Consolidated Balance Sheet 


Assets (In millions) At June 30 1977 1976 
Current assets 
Cash $ 14.8 $ 18.0 
Deposits and short-term investments, at cost which 
approximates market 67.2 70.0 
Receivables, less allowances of $8.8 in 1977 and $7.1 
in 1976 202.3 195.0 
Inventories 
Products (principally finished) 186.4 184.2 
Operating materials and supplies 34.0 DOT 
220.4 213.9 
Prepaid expenses 8.1 15.6 
512.8 512.5 
Investments and long-term receivables, less allowances 
of $9.0 in 1977 and $7.6 in 1976 47.1 41.9 
Property, plant, and equipment 1,071.6 920.7 
Accumulated depreciation and depletion 293.0 236.5 
Net property, plant, and equipment 778.6 684.2 
Deferred royalties and other assets 30.1 28.5 
$1,368.6 $1,267.1 
Liabilities and Shareholders’ Equity 
Current liabilities 
Notes payable $ 33.5 $ 13.9 
Accounts payable 113.9 119.0 
Accrued liabilities 53.3 61.1 
Income taxes 37.3 SIl 
Current maturities of long-term debt 19.9 9.9 
257.9 235.0 
Long-term debt, less current maturities 387.0 389.5 
Deferred income taxes 47.1 37.6 
Non-current liabilities and deferred credits 27:3 25.5 
74.4 63.1 
Shareholders’ equity 649.3 579.5 
$1,368.6 $1,267.1 
(See Notes to Consolidated Financial Statements) 
27 


28 


Consolidated Statement of Retained Earnings 


(In millions except per share amounts) Years ended June 30 1977 1976 
Retained earnings at beginning of year 
As previously reported $335.3 
Retroactive adjustment for capitalized leases 1.0 
As restated $432.0 334.3 
Net earnings 108.2 135.2 
540.2 469.5 
Cash dividends paid 
Preferred stock 8 1.2 
Common stock (1977, $2.45 per share; 
1976, $2.10 per share) 43.2 36.3 
44.0 37.5 
Retained earnings at end of year $496.2 $432.0 


(See Notes to Consolidated Financial Statements) 
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Consolidated Statement of Changes in Financial Position 


(In millions) Years ended June 30 1977 1976 
Source of funds 
Net earnings $108.2 $135.2 
Depreciation and depletion 67.7 54.8 
Deferred income taxes 7.2 10.7 
Other 6.2 15.9 
Total from operations 189.3 216.6 
Issuance of common stock 
Conversion of Series preferred stock 12.0 7.3 
Conversion of 4% debentures 4.3 22.9 
Exercise of options 5 1.7 
Long-term debt 25.7 124.9 
Sale of property, plant, and equipment 11.4 6.9 
243.2 380.3 
Use of funds 
Capital expenditures 174.8 165.0 
Property, plant, and equipment of acquired businesses — 38.3 
Dividends 44.0 37.5 
Reduction in long-term debt 28.2 41.7 
Conversion of Series preferred stock 12.0 7.3 
Increase (decrease) in investments and long-term 
receivables 5.5 (7.4) 
Other net changes in financial position 1.3 4.2 
265.8 286.6 
Decrease (increase) in working capital $ 22.6 $ (93.7) 
Decrease (increase) in working capital by component 
Cash and short-term investments $ 6.0 $ (22.2) 
Receivables (7.3) 1.3 
Inventories (6.5) (11.6) 
Prepaid expenses 75 (10.7) 
Notes payable 19.6 3.8 
Accounts payable and accrued liabilities (12.9) 7.8 
Income taxes 6.2 (62.3) 
Current maturities of long-term debt 10.0 2 
Decrease (increase) in working capital $ 22.6 $ (93.7) 
(See Notes to Consolidated Financial Statements) 
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Notes to Consolidated Financial Statements 


(Dollars in millions except per share amounts) 


Accounting Policies 

Principles of Consolidation Financial statements of all signifi- 
cant subsidiaries are consolidated. Investments in nonconsoli- 
dated subsidiaries and significant partially owned companies 
where ownership exceeds 20 percent are carried at cost, adjusted 
for appropriate amortization of intangibles, allowances for 
losses, and equity in net earnings or losses. The excess purchase 
cost over fair value of net assets of businesses acquired is 
amortized over periods of up to 40 years. 

Inventories Inventories are stated at the lower of cost or 
market (net realizable value). Cost is determined on the basis of 
cumulative annual averages and specific items. 

Exploration and Development Costs Mineral exploration costs 
are charged to expense as incurred. Gas and oil exploration 
costs, including drilling costs, that relate to unsuccessful fields 
are charged to expense. Mine development costs and costs 

of development wells and commercially successful exploratory 
wells, including related exploration costs, are capitalized. 
Property, Plant, and Equipment Property, plant, and equipment 
are recorded at cost. Repairs and maintenance are charged to 
expense as incurred; major renewals and improvements are 
capitalized. Upon sale or other retirement of property, the cost 
and accumulated depreciation or depletion are removed from 
the accounts and any gain or loss is included in earnings. Depre- 
ciation is provided over estimated useful lives of 17 to 50 years 
for buildings and 5 to 20 years for machinery and equipment, 
using principally straight-line and unit-of-production methods. 
Depletion and amortization of mineral, gas, and oil properties 
and rights are provided under the unit-of-production method 
based upon estimates of recoverable reserves or deliveries 
under contract. 

Pension Plans IMC has pension plans that cover substantially 
all of its employees. Annual contributions are made for normal 
and past service costs as accrued. Past service costs are being 
amortized generally over a 30-year period. 

Income Taxes Investment tax credits are applied as available 
as a reduction of income tax expense. Income taxes are provided 
on the earnings of foreign subsidiaries to the extent that such 
earnings are expected to be remitted. 

Leases In 1977, IMC adopted retroactively new standards of 
accounting established by the Financial Accounting Standards 
Board for leases. As a consequence, certain leases that were 
formerly considered to be operating leases were classified as 
capital leases. The change, which did not have a material effect 
on the consolidated financial statements, reduced net earnings in 
1977 by $.2 million (1¢ per share) and reduced previously 
reported 1976 net earnings by $.2 million (2¢ per share). 
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Earnings Per Common and Common Equivalent Share 

Primary earnings per share has been computed by dividing 
net earnings less preferred stock dividend requirements by the 
weighted average number of common and common equivalent 
shares outstanding. Common equivalent shares include dilutive 
stock options and shares awarded under incentive compensa- 
tion plans. 

Fully diluted earnings per share is based on primary earnings 
per share, adjusted for dilutive stock options at end-of-period 
market prices and for the assumed conversion of the 4 percent 
convertible subordinated debentures and Series preferred stock 
at the beginning of each year. In these computations, interest 
on those debentures (net of income tax effect) and dividends on 
Series preferred stock have been added to earnings applicable to 
common shares. Shares used in the computation are as follows: 


1977 1976 
Weighted average common shares 

Outstanding 17,528,910 17,099,220 
For stock options 70,465 125,156 
For incentive compensation plans 25,200 98,832 
Total for primary earnings per share 17,624,575 17,323,208 

Additional shares for conversion 
4% debentures 253,087 437,177 
Series preferred stock 333,241 542,191 
Additional shares for stock options 17,016 7,525 
Total for fully diluted earnings per share 18,227,919 18,310,101 


Acquisitions 

In July, 1977, IMC purchased operating metallurgical coal 
properties for approximately $36 million in cash and 54,082 
shares of IMC common stock. In 1976, IMC purchased sub- 
stantially all of the operating assets of a privately held gas and 
oil producing company for approximately $38.5 million cash. 
Inventories 

Product inventories at June 30, 1977 and 1976, were as 
follows: 


1977 1976 

Agriculture $ 65.8 $ 59.9 
Chemicals 40.1 31.9 
Industry 70.9 80.4 
Land held for sale 9.6 12.0 
$186.4 $184.2 


Investments and Long-term Receivables 
Investments and long-term receivables at June 30, 1977 and 
1976, were as follows: 
1977 1976 


i ee E: 

Investments in and advances to 
nonconsolidated subsidiaries and 
partially owned companies, less 
allowances of $4.5 in 1977 and 
$6.2 in 1976 

Long-term receivables and other 
investments, less allowances 
of $4.5 in 1977 and $1.4 in 1976 23.6 15.5 


At June 30, 1977, the investment in Chemical Leaman Tank 
Lines, Inc., was stated at $7.3 million; the market value of this 
investment was about $4.3 million. In view of IMC’s 26 percent 
ownership in this company, quoted market value may not be 
indicative of actual fair value for this investment. 

Property, Plant, and Equipment 

Major classes of property, plant, and equipment at June 30, 

1977 and 1976, were as follows: 


1977 1976 

Land $ 19.2 $ 18.6 
Mineral, oil, and gas properties 

and rights 180.4 146.5 

Buildings and leasehold improvements 168.0 140.4 

Machinery and equipment 622.3 492.7 

Construction in progress 81.7 122.5 

1,071.6 920.7 

Accumulated depreciation 267.6 217.8 

Accumulated depletion 25.4 18.7 

293.0 236.5 

Net property, plant, and equipment $ 778.6 $684.2 


In 1977, IMC adopted retroactively new standards of 
accounting for leases; accordingly, machinery and equipment at 
June 30, 1977 and 1976, included $27.7 million that related 
to certain leases of railroad cars and other transportation equip- 
ment that have been classified as capital leases. 

Income Taxes 
The provision for income taxes consisted of the following: 


1977 1976 
Federal 
Current $11.6 $51.1 
Deferred 9.4 10.6 
21.0 61.7 
State and local 
Current S52) 8.1 
Deferred 8 8 
6.0 8.9 
Foreign 
Current 31.9 20.5 
Deferred (3.0) (1.1) 
28.9 19.4 
$55.9 $90.0 


A reconciliation between taxes computed at the 48 percent 
federal statutory rate and the consolidated effective tax rate 
was as follows: 


1977 1976 
Computed tax at federal 
statutory rate $78.8 48.0% $108.1 48.0% 
Investment tax credits (13.5) (8.2) (6.6) (2.9) 
Percentage depletion (12.8) (7.8) (16.3) (7.2) 
U.S. foreign tax 
credit carryback (5.1) (3.1) (2.7) (1.2) 


Other items (none in excess 
of 5% of computed tax) 8.5 S2 7.5 3.3 
Consolidated effective tax $55.9 341% $ 90.0 40.0% 


Deferred income tax provisions result from differences in the 
timing and reporting of income and expense elements for finan- 
cial reporting purposes as opposed to tax purposes. In 1977 and 
1976, deferred income tax provisions related principally to 
depreciation differences ($6.4 million and $4.2 million, 
respectively). 

Long-term Debt 
Long-term debt at June 30, 1977 and 1976, was as follows: 
1977 1976 


9.35% debentures due 2000 in annual 
installments of $6.5 million, beginning 
1986, with final payment of 
$9.0 million in 2000 

7.45% promissory notes due 1994 in 
annual installments of $7.5 million, 
beginning 1978, with final payment 
of $20 million in 1994 

8.25% promissory notes due 1988 with 
quarterly payments averaging 
$2.3 million, beginning 1982 52.0 52.0 

Variable interest notes due 1982 (1977— 

8.1%; 1976—8.7%) at 120% of 
prime with quarterly payments 
averaging $1.5 million 29.1 34.0 

7.75% industrial development revenue 
bonds due 2001 in equal annual 
installments of $.8 million, 


$100.0 $100.0 


140.0 140.0 


beginning 1992 8.5 8.5 
4% convertible subordinated debentures 

due in 1991 T-S 11.8 
4.5% subordinated debentures due 

in 1991 7.6 7.9 


Variable interest note (6.75%) 
due 1983 at prime with quarterly 
payments of $.3 million, beginning 
1978 and increasing to $.8 million 


in 1980 13.5 - 
Capital lease obligations 19.1 20.6 
Other (5.0% to 9.75%) due 1978 to 1990 29.6 24.6 
406.9 399.4 

Less current maturities 19.9 9.9 
$387.0 $389.5 


The 9.35 percent debentures are redeemable at the option of 
IMC at prices ranging from 108.882 percent at June 30, 1977, 
to 100 percent in 1995 and thereafter. 

The capital stock of New Wales Chemicals, Inc. (formerly 
IMC Chemicals Corp.) and its rights under certain contracts, 
including long-term sales arrangements covering a substantial 
portion of output of its phosphate chemical facility, serve as 
collateral for the 8.25 percent and the variable interest notes; 
IMC is obligated to purchase the notes in the event of default 
in payment by New Wales Chemicals. 

The 7.75 percent industrial development revenue bonds are 
limited obligations of The Industrial Development Board of the 
City of Bridgeport, Alabama, and are guaranteed by IMC. 

The bonds are redeemable at prices ranging from 103 percent in 
1986 to 100 percent in 1992. 
31 


The 4 percent convertible subordinated debentures require 
annual sinking fund payments of approximately $1.9 million. 
As of June 30, 1977, IMC held a total of $12.1 million principal 
amount of these debentures which may be applied toward any 
sinking fund payment. The debentures are currently convertible 
into common stock at $37.98 per share and are redeemable at 
prices ranging from 102.70 percent in 1977 to 100 percent 
in 1986 and thereafter. In 1977 and 1976, $4.3 million and 
$22.9 million principal amount were converted into 113,666 
and 600,717 common shares, respectively. 

The 4.5 percent subordinated debentures may be converted 
at any time for cash at the rate of $662 per $1,000 principal 
amount of debentures. Annual sinking fund payments of 
$1 million are required from 1978 through 1990. At June 30, 
1977, a total of $3.3 million had been purchased and 
$7.4 million had been converted, all of which may be applied 
toward any sinking fund payments. 

Maturities of long-term debt, excluding capital lease obliga- 
tions, in millions for the next five years, assuming application 
of purchased 4 percent convertible debentures and purchased 
and converted 4.5 percent debentures to the earliest sinking 
fund payments, are as follows: 1978—$18.3; 1979—$19.8; 
1980—$23.1; 1981—$22.2; 1982—$22.3. 

Certain debt agreements require maintenance of $120 million 
consolidated working capital and restrict the payment of divi- 
dends and purchase, retirement, or redemption of capital stock. 
Consolidated retained earnings not restricted under these 
provisions amounted to $225 million at June 30, 1977. 

As previously noted, IMC adopted retroactively in 1977 
new standards of accounting for leases. Future minimum lease 
payments under capital leases and the present value of those 
payments as of June 30, 1977, were as follows: 


Years ending June 30 


1978 $ 3.1 
1979 3.1 
1980 onl 
1981 3.1 
1982 3.1 
Later years 13. 
29.2 
Less amount representing interest 10.1 
Present value of minimum lease payments 19.1 
Less current portion 1.6 
$17.5 


Pension Plans 

Pension expense was $6.6 million for 1977 ($5.4 million for 
1976), including amortization of unfunded prior service costs. 
The actuarially computed value of vested benefits at June 30, 
1977 (determined generally as of the preceding July 1), ex- 
ceeded the total year-end market value of pension funds and 
balance sheet accruals for certain of the plans by $2.3 million. 
The unfunded prior service cost under the plans approximated 
$18 million at June 30, 1977. 


Shareholders’ Equity 
Shareholders’ equity at June 30, 1977 and 1976, was 
as follows: 


1977 1976 
4% cumulative preferred stock—$100 
par, redeemable at $110 per share, 
100,000 shares authorized and issued, 
including 1,670 treasury shares $ 10.0 $ 10.0 
Series preferred stock—$100 par, 
192,743 shares authorized, none 
issued in 1977, 120,000 shares 
issued in 1976 — 12.0 
Second Series preferred stock—$1 par 
value, 3,000,000 shares authorized, 
none issued =- - 
Common stock—$5 par, 50,000,000 
shares authorized, 18,110,345 shares 
issued in 1977, 17,619,506 in 1976, 
including treasury shares, 166,129 in 
1977 and 159,651 in 1976 90.5 88.1 
Capital in excess of par value 54.7 39.6 
Retained earnings 496.2 432.0 
651.4 581.7 
Less treasury shares at cost 2.1 2.2 
$649.3 $579.5 


In June, 1977, all of the outstanding Series preferred stock 
shares were converted into 361,010 common shares. In June, 
1977, the Board of Directors recommended for shareholder 
approval the amendment of the Certificate of Incorporation to 
eliminate the 192,743 authorized shares of Series preferred 
stock, to redesignate the Second Series preferred stock as Series 
preferred stock, and to make certain other related changes. 

In fiscal 1976, 72,743 shares of Series preferred stock were 
converted into 218,841 common shares. Dividends of $3.75 
per share were paid in 1977 (1976, $5 per share) on Series 
preferred stock and $4 per share on 4 percent preferred were 
paid in 1977 and 1976. 

Changes in common shares issued and capital in excess of par 
value in 1976 and 1977 were as follows: 


Capiiai in 
Common Excess of 
Shares _Amount Par Value 
Balance, June 30, 1975 16,680,657 $83.4 $12.1 
Conversion of Series preferred 
and 4% debentures 819,558 4.1 26.1 
Stock options exercised and 
related tax effects 119,291 6 1.4 
Balance, June 30, 1976 17,619,506 88.1 39.6 
Conversion of Series preferred 
and 4% debentures 474,676 23 13.9 
Stock options exercised and 
related tax effects 16,163 ml 8 
Contribution of treasury shares 
to employee stock ownership plan - = 4 
Balance, June 30, 1977 18,110,345 $90.5 $54.7 
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At June 30, 1977, common shares were reserved as follows: 


Conversion of 4% debentures 198,551 
Exercise of stock options 378,175 
Incentive compensation plans 25,200 

601,926 


In prior years, IMC acquired 68,649 shares of its common 
stock at an aggregate cost of $1.0 million in connection with 
deferred compensation plans. Since IMC expects to pay the de- 
ferred compensation in cash, the shares were reclassified as 
treasury shares in 1977. 

In 1976, 27,686 common treasury shares were acquired for 
$1.1 million. In 1977 and 1976, IMC contributed to its em- 
ployee stock ownership plan 15,156 and 28,199 common 
treasury shares to satisfy the accrued liability at the end of fiscal 
1976 and 1975, respectively. The aggregate cost and aggre- 
gate market value of the shares contributed in 1977 were 
$.2 million and $.6 million, respectively (1976, $1.1 million 
and $1.1 million). In 1977, 47,015 treasury shares were issued 
for stock options exercised. 

Foreign Subsidiaries 

Summarized financial information for consolidated foreign 
subsidiaries is presented below. For net sales and net assets, 
intercompany transactions and accounts are included. For net 
earnings, intercompany transactions, except charges for admin- 
istrative costs, are excluded. 


1977 1976 

Net sales $312.6 $279.0 
Net earnings 23.2 23.6 
Current assets 201.2 184.5 
Investments and other assets Ue 16.2 
Net property, plant, and equipment 146.7 155.2 
Total assets 355.2 355.9 
Liabilities 147.3 167.3 
Net assets 207.9 188.6 
Retained earnings $186.2 $172.2 


Foreign currency translation losses in 1977 amounted to 
$4.0 million. In fiscal 1976, translation gains were $.3 million. 

A substantial portion of undistributed retained earnings of 
consolidated foreign subsidiaries is considered to be perma- 
nently invested; accordingly, no income taxes have been pro- 
vided for the repatriation of that portion of such earnings. 
Stock Plans 

Under a qualified stock option plan, which was adopted in 
1964 and expired in September, 1973, options have been 
granted to officers and key employees to purchase common 
stock at prices of not less than 100 percent of market price at 
date of grant. These options are exercisable over five years 
beginning one year after the date of grant. 
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A non-qualified stock option plan adopted in 1973 provides 
for granting options to purchase up to 400,000 shares of com- 
mon stock at prices of not less than 100 percent of market price 
at the date of grant. These options are exercisable over 10 years 
beginning one year after the date of grant and limited to 50 
percent during the second year. A total of 320,641 shares were 
granted under this plan through June 30, 1977. 

No amounts are charged to earnings in accounting for stock 
options. Information on options for 1977 and 1976 follows: 


Number of Shares Price Range 1977 1976 
Outstanding at beginning of year $11 to$46 249,996 374,553 
Granted 36to 39 103,000 1,000 
Cancelled ll to 39 1,001 6,266 
Exercised 1l to 28 63,178 119,291 
Outstanding at end of year $11to$46 288,817 249,996 
At June 30 

Exercisable 181,984 190,188 

Reserved for future option grants 89,358 192,358 


Incentive compensation plans adopted in prior years 
provide for awarding to corporate officers and key employees 
common treasury shares, or cash equivalent, contingent upon 
achievement of specified earnings. Awards outstanding under 
two of the plans are vested. The major portion of the plans’ 
awards were paid in cash in July, 1977; the balance of the 
awards has been deferred and under these deferrals a total of 
33,212 common shares (or cash equivalent) will be issued or 
paid. In addition, a total of 10,200 common shares (or cash 
equivalent) may be issued under a third plan based on results of 
operations through June 30, 1977. 

Saskatchewan Matters 

In January, 1976, the Saskatchewan government enacted 
legislation authorizing the province to purchase or expropriate 
some or all of the potash-producing facilities in the province. 
Since October, 1976, the province has purchased the potash 
properties of two producers, is reported to have reached agree- 
ment with a third and to be evaluating a fourth. 

IMC potash operations in Saskatchewan accounted for 
7 percent of 1977 and 1976 consolidated sales and 9 percent of 
1977 net earnings (7 percent in 1976). IMC’s gross investment 
in the Saskatchewan potash facilities is about $192 million. 
The estimated cost to reproduce these facilities substantially 
exceeds the gross investment. 

The Saskatchewan government imposes a potash reserve tax 
and proration fee, the constitutional and contractual validity of 
which are being challenged in litigation brought by several 
Saskatchewan potash companies, including IMC. The com- 
panies seek a refund of the taxes and fees paid. The reserve tax 
and proration fee imposed by the Saskatchewan government on 
IMC amounted to $21 million for fiscal 1977 and $29 million for 
fiscal 1976. These potash taxes and fees, which are not deduc- 
tible on the Canadian federal tax return, aggregate $78 million 
for IMC since first imposed. 


During the latter part of 1977, IMC evaluated and adjusted 
its accounts in respect of amounts claimed by the Saskatchewan 
government, based in part on agreement reached on certain 
adjustments affecting the computation of amounts claimed. The 
effect of these adjustments was not material. 

Antitrust Proceedings 

In May, 1977, IMC and other potash producers were found 
not guilty and were acquitted in criminal antitrust proceedings 
brought in 1976 by the United States government. In that case, 
the government had accused the defendants of allegedly con- 
spiring to restrict the amount of potash produced in the United 
States, to stabilize and raise the price of potash produced and 
sold in the United States, and to restrict exports and imports. 
Following the acquittal, on motion by the government, the 
court in June, 1977, dismissed a related civil action. 

Private treble damage actions, which were filed after the 
United States had brought its proceedings and which are based 
on allegations substantially similar to those involved in the 
federal government actions, are still pending before the United 
States District Court in Chicago, the court in which the criminal 
case was tried. The plaintiffs in these actions seek judgments in 
an amount equal to three times an unspecified amount of dam- 
ages they allegedly have incurred. All of these suits purport to 
represent broad classes of potash buyers. Answers denying the 
substantive allegations in each of these actions were filed. 
Following dismissal of the federal government’s civil case, a 
settlement agreement has been entered into in August, 1977, 
between the defendants in these private actions and plaintiffs 
representing a class consisting of direct purchasers of potash 
(believed to be the only proper plaintiffs under a recent decision 
of the U.S. Supreme Court). IMC’s share of the amount to be 
paid to this class under the settlement agreement would not be 
material. Since the agreement is still subject to court approval 
and provides that the defendants may terminate the settlement 
on the happening of specified contingencies, the ultimate out- 
come of this litigation cannot yet be determined. 

Federal grand jury investigations of the phosphate and 
nitrogen industries, initiated in 1975, continue under the direc- 
tion of the Antitrust Division of the United States Department 
of Justice. Phosphate matters are being handled by a grand jury 
in Chicago, and nitrogen matters by a grand jury in New York. 
Commitments 

Major lease commitments covering mineral, oil, and gas 
properties and rights provide for the greater of minimum royal- 
ties, rentals, or royalties based on production. Minimum annual 
payments for each of the next five years under the leases range 
from $3.1 million to $3.2 million. 

IMC leases railroad cars, office space, data processing 
equipment, and machinery and equipment. Most of the leases 
for railroad cars have been classified as capital leases, and sub- 
stantially all of the other leases were considered to be operating 


leases. Rent expense in 1977 and 1976, respectively, excluding 
mineral, oil, and gas property rents and net of mileage credits 
of $3.0 million and $2.4 million in 1977 and 1976, respec- 
tively, was $12.3 million and $11.3 million. 

Minimum rent commitments at June 30, 1977, under oper- 
ating leases with a remaining noncancellable period exceeding 
one year are set forth below. Rentals have not been reduced 
for estimated mileage credits. 


Years ending June 30 


1978 $ 9.4 
1979 7.6 
1980 6.1 
1981 4.4 
1982 2.6 
Later years 8.8 

$38.9 


IMC-Canada is committed under a service agreement with a 
subsidiary of AMAX Inc. to produce annually, from mineral 
reserves sold in 1971, specified quantities of potash for a fixed 
fee. The initial term of the agreement, which expires in 1981, is 
renewable at the option of the buyer for six additional five-year 
periods. The agreement may be cancelled on retransfer of 
ownership of the reserves. The specified quantities may increase 
from approximately 721,000 tons in fiscal 1977 toa maximum 
of one million tons annually in fiscal 1978 and may further 
increase by 12.5 percent of any increase in total design capacity 


of the mines. Add 
At June 30, 1977, IMC and certain consolidated subsidiaries 


had guaranteed $5.1 million indebtedness of others. 

A subsidiary is committed to pay minimum annual charter 
fees ranging from $10.4 million in 1978 to $2.4 million in 1981. 
In July, 1977, that subsidiary completed the purchase of a vessel 
for $7.9 million; $4.2 million of previously paid charter fees 
were applied toward the purchase price. 

A customer of New Wales Chemicals, Inc., has an option, 
exercisable in 1980, to purchase a 19.8 percent interest in that 
company, subject to amendment of the loan agreement and 
related instruments, if required. 

In 1976, IMC granted to the other owners of a French hold- 
ing company a three-year option on its 49 percent interest. 
The option price approximated the net book value of that 
investment, and in 1977 the other owners exercised the option. 

The majority of IMC’s phosphate rock production sold 
domestically is sold at specified prices under long-term con- 
tracts, which generally provide for price escalations based on 
certain cost increases. 

Major construction projects in progress at June 30, 1977, 
include two animal feed phosphate facilities and a sodium 
chlorate plant. Future expenditures on these projects are 
estimated to be approximately $40 million. 
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Replacement Cost Information (Unaudited) 

In accordance with rules of the Securities and Exchange 
Commission, IMC will include in its 1977 Annual Report on 
Form 10-K certain quantitative and other data on the estimated 
replacement cost of productive capacity and inventories at 
June 30, 1977, as well as cost of goods sold and depreciation 
expense based on estimated replacement costs during fiscal 
1977. The Commission’s rules presently exclude mineral, oil, 
and gas properties and rights and related mineral resource 
assets from replacement cost disclosure requirements. Accord- 
ingly, the aforementioned data contained in the Form 10-K 
report will not include the estimated replacement cost data for 
those assets, which constitute approximately 50 percent of 
gross property, plant, and equipment. As a consequence of 
inflationary pressures, the estimated replacement cost of pro- 
ductive capacity is significantly greater than historical cost. 
Those cost increases and other cost increases result in theoretical 
increases over historical costs in depreciation expense, cost of 
goods sold, and inventories. As indicated elsewhere, a copy 
of that report is available on request. 

The amounts disclosed in the unaudited replacement cost 
note in the Form 10-K are based on hypothetical assumptions 
and substantial subjective judgments and may be affected by 
errors inherent in estimations. As discussed more completely in 
the Form 10-K, the replacement cost information should not 
be interpreted as indicative of the actual cost to be incurred in 
the future, nor the manner in which productive capacity will 
actually be replaced. For the foregoing reasons, IMC makes no 
representation that the replacement cost information is useful. 


Quarterly Earnings Information ( Unaudited) 


uarter First _ Second Third Fourth 

Fiscal 1977 
Net sales $280.1 $301.2 $331.7 $367.2 
Gross margins 65.0 73.6 15-3) Ut) 
Earnings before income taxes 39.1 44.7 43.6 36.7 
Net earnings 24.6 27.9 202 28.5 
Earnings per share 

Primary $ 1.38 $ 1.59 $1.52 $ 1.60 

Fully diluted 1.34 1.54 1.49 1.56 
Fiscal 1976 B 
Net sales $292.2 $313.7 $320.3 $333.8 
Gross margins 82.5 89.3 85.9 67.9 
Earnings before income taxes 56.4 65.0 63.9 39.9 
Net earnings 3211 Biel 36.2 292 
Earnings per share 

Primary $186 $2.16 $2.07 $ 1.64 

Fully diluted 1.75 2.06 1.97 1.60 


Income tax provisions in 1977’s fourth quarter were lower 
than last year’s fourth quarter and this year’s third quarter due 
to lower pre-tax earnings and a change in the estimate of U.S. 
foreign tax credits. Income tax provisions in 1976's fourth 
quarter were lower than 1976’s third quarter as a result of lower 


earnings and a change in the estimate of the effective Canadian 
income tax rate. 
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Report of Independent Public Accountants 


To the Shareholders and Directors of 
International Minerals & Chemical Corporation 


We have examined the accompanying consolidated balance 
sheet of International Minerals & Chemical Corporation at 
June 30, 1977 and 1976 and the related consolidated state- 
ments of earnings, retained earnings and changes in financial 
position for the years then ended. Our examinations were made 
in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary 
in the circumstances. 

As discussed in the notes to consolidated financial statements 
under Antitrust Proceedings, the Corporation is involved in 
litigation alleging violations of antitrust laws, the outcome 
of which cannot presently be determined. 

In our opinion, subject to the effects, if any, on the consoli- 
dated financial statements of the resolution of the litigation 
referred to in the preceding paragraph, the statements men- 
tioned above present fairly the consolidated financial position of 
International Minerals & Chemical Corporation at June 30, 
1977 and 1976 and the consolidated results of operations and 
changes in financial position for the years then ended, in con- 
formity with generally accepted accounting principles applied 
on a consistent basis during the period. 


Arthur Young & Company 

One IBM Plaza Chicago, Illinois 60611 
August 2, 1977, except for 

Antitrust Proceedings 

in the notes to consolidated 


financial statements as to which 
the date is August 17, 1977 
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Investors’ Information 


Your Special Representative 

Mrs. Carolyn L. Allendorfer, a 
member of the Treasurer’s staff, was 
recently appointed Shareholder Rep- 
resentative to assist IMC shareholders 
and debenture holders with any ques- 
tions they may have about their 
investments in IMC. 

Mrs. Allendorfer may be reached 
by letter or telephone at corporate 
headquarters. Her telephone number 
is (312) 362-8100, Extension 2483, 
and her mail address is International 
Minerals & Chemical Corporation, 
IMC Plaza, Libertyville, Illinois 
60048. 


Mrs. Carolyn Allendorfer 


In addition to answering any ques- 
tions that may arise, Mrs. Allendorfer 
will also welcome any comments or 
suggestions you may have. 

Please don’t hesitate to get in touch 
with her. 

Annual Meeting 

Shareholders are cordially invited to 
attend the 69th Annual Meeting on 
Wednesday, October 18, 1978, at the 
Warwick Hotel, 5701 Main Street, 
Houston, Texas. The meeting will 
begin in the Warwick’s LaFontaine 
Ballroom West at 10 o’clock in the 
morning, Central Daylight Time. 

Additional details are in the formal 
notice of the mecting, which, along 
with a proxy statement and proxy 
card, accompanies this Annual Report. 
Form 10-K Annual Report 

A copy of IMC’s Form 10-K An- 
nual Report, expected to be filed with 
the Securities and Exchange Commis- 
sion late in September, 1978, will be 
available upon request from either 
Mrs. Allendorfer or the Secretary of 
the Corporation. 


Dividends 

A common stock dividend of 65 
cents per share was paid in each of the 
four quarters of fiscal 1978, totaling 
$2.60 for the year. Dividends totaled 
$2.45 in fiscal 1977. The 1978 pay- 
ments represented 39 percent of the 


company’s per share earnings of $6.61. 


Automatic Dividend Reinvestment 
An automatic dividend reinvest- 
ment service is available to IMC com- 

mon shareholders of record who are 
residents of the United States. The 
service offers a convenient way to in- 
crease your ownership in the company, 
with IMC paying all brokerage fees 
and service charges for purchases. 

Some 1,880 shareholders were par- 
ticipating at the close of fiscal 1978, 
with 33,990 shares of common stock 
purchased in the program since it was 
initiated in 1974. 

Citibank of New York acts as agent 
for participants. Details on how to join 
are available from either the bank or 
Mrs. Allendorfer. Citibank’s address 
is Citibank, N. A., P. O. Box 4970, 
Grand Central Station, New York, 
New York 10017. 

Employee Shareholders 

Tn fiscal 1976, IMC became one of 
the first companies in the nation to 
establish an Employee Stock Owner- 
ship Plan (ESOP) under the provi- 
sions of the Tax Reduction Act of 
1975. From the beginning of the pro- 
gram, 75,173 shares of IMC common 
stock have been contributed to the 
plan trustee for the benefit of 3,800 
U. S. salaried employees and former 
salaried employees. 

The company also has a contribu- 
tory employce investment plan which 
is voluntary and open to all salaried 
employees in the United States. IMC 
matches a percentage of each partici- 
pant’s selected payroll deduction. Sev- 
eral investment options are offered, 
including the purchase of IMC com- 
mon stock. IMC stock held in trust for 
participants’ accounts totaled 162,005 
shares at the close of fiscal 1978. 
Securities Data 

Stock exchange listings, transfer 
agents, and registrars for IMC com- 
mon and preferred stock are shown 
on the inside back cover of this Annual 
Report, along with the trustees and 
paying agents for IMC debentures. 
The First National Bank of Chicago 
maintains all shareholder records. 
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1978 Highlights 

(Dollars in millions except per share amounts) Years ended June 30 1978 1977 
Net sales $1,364.4 $1,280.2 
Net earnings 120.1 108.2 
Shareholders’ equity 721.0 649.3 
Return on shareholders’ equity* 16.7% 16.7% 
Return on invested capital* 12.7% 12.1% 
Earnings per share $ 6.61 $ 6.09 
Common dividends paid per share 2.60 2.45 
Book value per share 39.66 35.64 


*Return on shareholders’ equity is based on net earnings divided by 
year-end shareholders’ equity. Return on invested capital is based on 
net earnings plus after-tax interest divided by year-end shareholders’ 
equity and long-term debt. 


To Our Shareholders: 


Mark the fiscal year 1978 highly satisfactory. Per share 
earnings increased 8.5 percent, and the net totaled $120.1 mil- 
lion, which calculates to a 16.7 percent return on shareholders’ 
equity. 

Phosphate rock led the way. While the export market was 
particularly strong, the company continued to benefit from a 
diversified approach to domestic rock marketing—i.e., long-term 
contracts, short-term contracts, and shipments to our own plants. 

Natural gas operations and Ralgro, an exclusive IMC 
animal growth-promoting implant, contributed significant 
pluses. Several chemical activities reported lower earnings. 

The ammonia business has to be considered separately. The 
year started nicely. Output averaged 2,300 tons per day, and 
prices, including contract business, made it possible to operate 
at a reasonably profitable level. Unfortunately, ammonia prices 
declined 20 percent by mid-year and 30 percent by year end. 

I will comment more on this subject later. 

Our industrial businesses hung close to figures recorded in 
the prior year. This was a good achievement in the face of con- 
tinuing adversities in the steel market, particularly in Europe. 

IMC’s coal properties, acquired shortly after fiscal 1978 
began, produced 226,000 tons, compared with a plan of 566,000 
tons. Essentially all of the shortfall was attributable to the 
nationwide coal strike and to interruptions that preceded the 
total closing during the strike. 

IMC continued to dispose of assets that did not fit future 
plans. Fiscal 1978 gains exceeded losses, but the net impact on 
the financial statements was not significant. 

So—a good year in not particularly good markets. We now 
turn from the past to the future. 


On pages 5 through 17 there is a discussion of business 
conditions that leads us to the thought that fiscal 1979 earnings 
may be a stand-off, or mildly down from the year just ended. We 
will give more specific estimates on the outlook at the Annual 
Meeting of Shareholders on October 18. 

For the longer range, the Board of Directors approved a 
reorganization of the company into five business groups— 
Fertilizers, Animal Products, Energy, Industry, and Chemicals. 
This Annual Report presents our businesses in the new organiza- 
tional format. The Board also elected me Chairman, Anthony E. 
Cascino Vice Chairman, and George D. Kennedy President. 
Mr. Cascino has been with IMC since 1957, and Mr. Kennedy 
since 1971, 

Although we see economies and a better description of our 
businesses, the primary objective of the reorganization is to 
increase the emphasis on our new investments in animal prod- 
ucts and the three major energy sources—gas and oil, coal, and 
uranium. Uranium is going to be a major growth area, with $50 
million committed to a facility to recover uranium oxide from 
our phosphoric acid production in New Wales, Florida. We have 
also agreed in principle to proceed with two uranium recovery 
projects with another phosphoric acid producer, CF Industries, 
Inc. We expect to produce approximately 2 million pounds of 
uranium oxide a year, a volume which should make IMC a 
major factor in the market. 

Concurrently, with our new emphasis on the energy busi- 
ness, we expect to focus senior management attention on some 
major existing commitments that are not yet producing an 
acceptable rate of return. 

The goal is to earn 15 percent, or more, on shareholders’ 
equity, and 12 percent plus on total capital invested. For the 
year ended June 30, 1978, 40 percent of the company’s invest- 
ment was earning less than 5 percent on the capital invested. 
There are no significant “losers” —just an unacceptable list of 
“low pays.” 


Richard A. Lenon, Chairman and Chief Executive Officer 
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The major marketing areas requiring significant attention 
are ammonia, coal, concentrated phosphates, petroleum coke, 
and ferroalloys. In ammonia, we confront an industry-wide 
problem—excess capacity plus a growing volume of imports at 
low prices. We have announced the indefinite closing of one of 
our two big plants. Many other companies have also announced 
closings and/or cutbacks. Market growth and the permanent 
closing of inefficient units will restore a reasonable relationship 
between supply and demand, but the timing of the turn is not 
now in sight. 

In coal, we are continuing with our plan to step up produc- 
tion, and we should get a respectable return when we reach 
output of 1.2 to 1.5 million tons a year. Ferroalloys and petro- 
leum coke are steel-related problems. Ferroalloys are also com- 
plicated by rapid escalations in energy costs. In certain chemical 
areas, we confront a range of complexities: environmental 
considerations, costs, and market development. 

Concentrated phosphates symbolize a matter of consider- 
able concern. While our overall return on the fertilizer business 
substantially exceeds 12 percent, the calculations all relate to 
historic costs. Current selling prices do not remotely approach 
levels required to stimulate new investment. Our Florida con- 
centrated phosphate plant was built in the 1973 to 1975 period, 
at a cost of $106 million. While it would cost an estimated $160 
million to duplicate the plant today, we simply are not getting 
the prices necessary for a decent return, even on an investment 
made at a relatively fortuitous time. 

We look forward to increases in fertilizer earnings as mar- 
kets grow, but there is the unanswered question of what happens 
when a new round of expansion is required. Very clearly, the 
present inflation rate and related economics make it progres- 
sively more difficult to justify any new fertilizer plant construc- 
tion in the United States. This set of facts is almost equally 


Anthony E. Cascino, Vice Chairman 


applicable to all U.S. capital-intensive businesses, and there are 
no easy answers; however, aggressive efforts to stem inflation 
would be a good start. 

In another area of interest, IMC’s Board of Directors and 
management are trying to keep pace with emerging changes in 
how the role of the large corporation is perceived in our society. 
There is, of course, much public discussion over the part direc- 
tors should play. Our way of doing things is described on 
page 36. 

We are losing two of our Directors through retirement. 
Chester Baylis, Jr., who was elected to the Board in 1966, and 
Edward F. Blettner, elected in 1967, will retire at the Annual 
Meeting on October 18. Their distinguished service to share- 
holders includes most recently Mr. Baylis’ work as Chairman 
of the Board’s Compensation and Stock Option Committee, and 
Mr. Blettner’s membership on the Board’s Audit Committee. 

In the whole area of social responsibility—voluntary and 
mandated—it seems fair to say that IMC is both responsible and 
responsive. Better yet, we are trying to anticipate change before 
it is thrust upon us. However, we must once again note that 
almost nothing is free of cost; sooner or later what we do must 
flow through to price. It is encouraging to hear some voices in 
government beginning to speak of such costs in the context of 
counter-inflationary measures. 

In our present economic and social environment, the man- 
ager’s job is exceedingly complex—he must deal with many new 
multifaceted relationships along with the traditional duties of 
production and sales. Obviously, he is only as good as his sup- 
porting staff—as the people with whom he works. The people of 
IMC are very supportive, and the Directors join me in express- 
ing appreciation for what is being accomplished. 


Sincerely, 


i are 


R. A. Lenon, Chairman 
Libertyville, Illinois, August 22, 1978 


George D. Kennedy, President 


The Businesses of IMC 


On these three pages is a brief overview of each of the five 
business groups of IMC—total assets, major products, operating 
locations, and markets. On the pages that immediately follow is 
a more detailed examination of each group and its outlook for 
fiscal 1979. 


Fertilizer Group 


Major Operations 


Feed Phosphates implants, Bacitracin. 
New Wales, Florida Choline Chloride 

(2 plants) Terre Haute, Indiana 
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Major Products and Markets 


| Phosphate Fused Ingredients implants 
to producers of feed for all to cow-calf range operations 
classes of livestock and poultry. and to beef and lamb feediots. 
| Potassium Feed Ingredients Antibiotics, Supplements 
| to producers of feed for all to hog and poultry producers. 
classes of livestock and poultry. 
Liquid, Dry Pramixes 
to beef cattie growers. 


Natural Gas ~ Metallurgical Coal _. | Uranium Oxide 

to captive ammonia production to steel producers. to utility nuclear power plants. 
and to gas transmission com- 

panies and uiilities. 

Oil 

to petroleum refiners. 


Basic Nitroparaffins | Alcohols, Polyols, Thermal Carbon Black Electrochemicals Industrial Minerals 

to makers of pharma- and Amines to producers of rubber to pulp and paper to glass and ceramics 
ceuticals, herbicides, to makers of chemi- and plastics. producers. producers. 
chemicals, coatings, inks. cals, stains, coatings, Explosives 
Nitroparaftin Derivatives inks, cleaners, resins, to quarries and mines. 
to makers o! paints, explosives, synthetic 

slurries, textiles, inks, lubricants, insecticides, 

resins, and cutting fluids. and soivents. 


Fertilizers 

The Fertilizer Group is a major factor in the production and 
marketing of phosphate, potash, and nitrogen fertilizer mate- 
rials. The capital investment in this business is $614 million. 

In fiscal 1978 the Group accounted for an estimated 
10 percent of world phosphate rock production and an esti- 
mated 8 percent of world potash production, more than any 
other private producer. The Group is also a leader in phosphate 
chemicals production, and makes and markets Rainbow brand 
finished farm fertilizers. 

Principal customers are fertilizer manufacturers around 
the world. 

The Group has phosphate rock reserves in central Florida 
and deposits in south Florida. In central Florida, site of current 
mining operations, reserves at year end totaled an estimated 
138 million tons of recoverable phosphate rock. Under an 
ongoing program to acquire additional central Florida reserves, 
the company replaced in fiscal 1978 about what it mined— 

13 million tons of reserves were added during the year, with 

3 million of these tons representing improvements in mining 
techniques and technology. Other acquisitions are expected to 
be completed in the fiscal years 1979 and 1980. 

In south Florida, feasibility studies continue on lower- 
grade deposits that are estimated to contain approximately 270 
million tons of recoverable phosphate rock. There is also an 
option on a site in east-central Florida. 

1978: Significant Events 
o Fertilizer Group operating earnings were $165 million on 
sales of $675 million. 
o Group set five all-time-high production records: 13.2 million 
tons of phosphate rock; 926,000 tons of phosphate chemicals 
(P»O;), of which 53 percent was for our own account and the 
balance for long-term contract buyers; 3.5 million tons of Sas- 
katchewan muriate of potash, of which about a million tons was 
produced under contract for others at a fixed fee; 704,000 tons 
of New Mexico specialty potash; 815,000 tons of ammonia. 
o Good domestic sales were achieved in the face of weather- 
delayed fall and spring planting. 
o Year’s ammonia production of 815,000 tons compared with 
558,000 tons in 1977. However, continuing oversupplies of 
U.S.-produced and imported ammonia resulted in the shutdown 
of the older of IMC’s two ammonia plants near year end; 
plant is on standby status. 
QO Shipments of phosphate rock were at a record 13.4 million 
tons; tonnages to both the domestic and export markets were 
ahead of fiscal 1977, with export shipments up 29 percent. 
© Membership in the Phosphate Chemicals Export Association 
(Phoschem) more than doubled, with five additional U.S. 
producers joining IMC and three other existing members; 
Phoschem sells members’ products in the export market, with 
the membership now accounting for about three-fourths of 
U.S. phosphate chemicals capacity. 

1 For all potash products, the average selling price was about 
the same as in fiscal 1977. 
o Phosphate rock prices, domestic and export, increased 
6 percent in fiscal 1978 from fiscal 1977. 

Phosphate chemicals prices, domestic and export, increased 

8 percent in fiscal 1978 from fiscal 1977. 

1) Potash Corporation of Saskatchewan, owned by the provin- 
cial government, purchased potash reserves from AMAX Potash 
Limited along with rights in a long-term contract under 


Key Managers 

Sidney T. Keel, Chairman 

Judson H. Drewry, President 

Billie B. Turner, Executive Vice President, Operations 

Harry L. Carroll, Vice President, Florida 

Robert C. Brauneker, Vice President, 
Financial Management 
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Allen P. Blackmore, General Manager, Ontario 

Colin A. Campbell, Vice President and General 
Manager, Florida Minerals 

Charles E. Childers, Vice President and General 
Manager, Esterhazy 

T. Jackson Cleghorn, Vice President and 
General Manager, Florida Land Resources 

Thomas L. Craig, Vice President and General 
Manager, Florida Chemicals 

Dee L. Dibble, Vice President, 
Technical Development and Administration 

Robert W. Hougland, Vice President and 
General Manager, Carlsbad 

Robert E. Jones, Jr., Vice President and General 
Manager, Sterlington 

Marketing 

Frederick J. Blesi, Vice President, 
Product Management 

Erik C. Ekedahl, Vice President, Asia/Pacific Sales 

R. Jack Pearce, Vice President and General 
Manager, Rainbow 

Luis J. Vergne, Vice President, Overseas Sales 

Christopher C. Williams, Vice President, 
Domestic Materials Sales 6 
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which IMC-Canada produced potash for AM AX. 

o New Brunswick government granted IMC-Canada a mining 
lease to continue exploring a potash project in that province. 
1979: Outlook 

There is going to be an adverse swing of $15 million to 
$20 million in ammonia operating earnings in fiscal 1979; and 
phosphate rock exports, while they are going to be good, will not 
be as spectacularly good as in fiscal 1978. Add in inevitable 
increases in costs and the hill becomes too high to climb, even 
with some bright prospects on the domestic fertilizer scene. 

The short-term negative in ammonia is certain—turn it will, 
but not in fiscal 1979. Rock exports might surprise us, but a 
modest decline from our extraordinary 1978 high seems the 
most reasonable outlook. 

Phosphate chemicals exports, now handled by a stronger 
export association (Phoschem), should contribute more to 
corporate results. 

In the domestic market, a gain of 8 percent to 10 percent in 
industry sales of mixed fertilizers seems likely, and this is good 
news for the phosphate chemicals and potash businesses. The 
expectation of gain is predicated on heavy fertilizer applications 
to make up for the weather-caused shortfall last year, much 
improved farm income from grain and cattle, and a general farm 
thinking that the future is going to better. 

The overall supply/demand relationships of fertilizer 
materials, other than ammonia products, should improve as the 
year progresses. No significant new industry production is in 
sight. It follows that the early 1980’s should be very good years— 
and IMC is well-positioned in the industry. 

Fiscal 1979 capital expenditures by the Fertilizer Group 
are planned at $63 million, with the largest expenditures at the 
Florida phosphate operations—$14.5 million for the acquisition 
of reserves, $12 million for an energy-saving installation at the 
phosphate chemicals plant, and $10 million for sustaining 
capital spending at the mining operations. 

IMC’s position as an efficient fertilizer industry producer 
is secured by keeping the Group’s plants in mint condition. 

A Word About Reserves 

Questions have been raised about the possibility of current 
production rates depleting the U.S. supply of phosphate within 
35 to 40 years, making the nation dependent upon imports. In 
discussing the country’s phosphate supply, it is important to 
differentiate between “reserves” and “resources.” Reserves refer 
to deposits that can be utilized at or near prevailing market 

— prices. Resources refer to supplies that cannot be mined until 
At far left: Terraced rice paddies of Indonesia technology improves or market prices increase. The 35-to-40- 
symbolize the importance of IMC’s phosphate Tee oe 
rock export market. year run-out projection is based on a reserves figure of 3.2 billion 
tons. But the U.S. Geological Survey has reported a more accu- 


< Above left: Fertilizer is a key input to high yields 


across the Midwestern corn belt. rate figure is 25 billion tons, the sum of known reserves and 

At top: IMC’s Florida phosphate chemicals plant resources plus the results of ongoing exploration that continues 
is the world’s largest. to turn up new deposits. 

Above: IMC unit train curves along the upper IMC and the U.S. phosphate industry have a history of 


Mississippi River, bringing the company’s 


fe fadian patash to S ak, technological advancements that have helped extend reserves. 


IMC has developed improvements in recovery processes which 
have extended our existing reserves and permitted the purchase 
of new reserves which as little as two years ago would have been 
too uneconomical to mine. As noted above, this technology- 
based combination of reserves extension and purchases in 1978 
about matched IMC’s rock production for the year. The outlook 
is not that the nation will deplete its supplies, but that it will 

have a continuing domestic source, although at a higher cost. 7 
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At left: Defluorinated phosphate from a new 
IMC plant provides the poultry market with an 
important feed ingredient for health and 
nutrition. 


At top: Beef production is improved with the 
company’s feed ingredients. implants, and 
premixes. 


Above: Two new plants in Florida make IMC 
the nation’s largest producer of phosphate feed 
ingredients. 


Key Managers 


Marvin B. Gillis, President 

Graham W. McMillan, Vice President, 
Biochemicals Operations 

Herbert T. Peeler, Vice President, Animal 
Health and Nutrition 

Scott S. Chandler, Vice President and General 
Manager, Veterinary Products 

Colin K. MacDougall, Vice President, 
Marketing, Animal Health and Nutrition 

Walter I. Swanson, Director, Financial 
Management 


Animal Products 

The Animal Products Group, with a capital investment of $86 
million, produces and markets 18 different products for animal 
health and nutrition. These products help bring cattle, lambs, 
hogs, and poultry to market in the shortest time possible, in the 
healthiest condition possible, and at the best weight possible. 

The principal products are feed ingredients and an anabolic 
zeranol-derived growth-promoting implant, Ralgro. 

Feed ingredients, sold to feed manufacturers, consist pri- 
marily of phosphate and potassium compounds. The raw 
materials are phosphate and potash from IMC mines. Various 
chemical combinations of each material provide the required 
amounts of phosphate and potassium to all classes of livestock 
and poultry. Two other important products are biochemicals for 
hog and poultry production: Baciferm, a zinc bacitracin anti- 
biotic feed additive, and choline chloride, a nutritional 
supplement. 

The Group’s phosphate ingredients are calcium and am- 
monium phosphates and defiuorinated phosphate. IMC is the 
largest phosphate feed ingredient producer in the United States, 
with production at two new Florida plants. Calcium and 
ammonium phosphate capacity is 435,000 tons a year, and 
defluorinated phosphate capacity is 100,000 tons. 

Ralgro, an IMC exclusive, is the nation’s leading growth- 
promoting implant for beef and lamb production, speeding 
weight gains and improving feed efficiencies. It leaves no residue 
in edible animal tissue. Ralgro is marketed directly to cow-calf 
range operations and to feedlots for beef cattle and lambs. 

Liquid and dry premixes are sold to cattle growers in the 
Southwest. 

1978: Significant Events 

o Animal Products Group’s operating earnings totaled $22 
million on sales of $102 million. 

o Two major new feed ingredients plants came on stream at 
New Wales, Florida. One, producing calcium and ammonium 
phosphates, replaced an old Florida facility. The old facility was 
sold for an after-tax gain of about $2 million. The second new 
plant produces defluorinated phosphates. 

o Animal feed phosphate production of 366,000 tons compared 
with 362,000 tons in fiscal 1977. 

o Sales of the Ralgro growth-promoting implant continued to 
increase, up 54 percent for the year. 

1979: Outlook 

Three factors suggest modest gains in operating earnings 
for fiscal 1979: 


Sales of Ralgro implants, still in the rapid phase of market 
penetration, are expected to increase. 

One of the two new feed ingredients plants puts IMC back 
into defluorinated phosphate production for the poultry feed 
market, and will be in its first full year of operation. 

Stronger cattle and hog markets should translate into more 
animals on feed. 


The Animal Products Group has excellent potential, and 
it will be receiving increasing attention. Capital spending 
for fiscal 1979 is planned at $2 million, with most of the 
money going for biochemicals projects at Terre Haute, Indiana. 
Research and Development support will be increased. 
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At left: IMC’s Louisiana wells help keep 
company operations supplied with natural gas. 


Above: Metallurgical coal is stockpiled at a steel 
plant for conversion into blast furnace coke. 


Key Managers 


George B. Howell, President 

Gene E. Roark, Vice President and General 
Manager, Gas and Oil; President, IMC 
Exploration Company 

Donald T. Johnson, Vice President and 
General Manager, Coal 

C. Richard Austin, Vice President, Financial 
Management 

Harold W. Hoffman, Vice President, Uranium 
Sales 

Robert B. Kayser, Vice President, Uranium 

Business Development 


Energy 

The Energy Group, with a capital investment of $141 million, 
produces natural gas, oil, and metallurgical coal, and has under 
construction a plant to produce uranium oxide. 

Natural gas, produced by the Group in Louisiana, goes to 
IMC as the raw material for ammonia production and also to 
commercial customers, principally gas transmission systems 
and utilities. 

The Energy Group’s gas production properties, pipelines, 
and gathering systems are operated by a wholly owned subsidi- 
ary, the Houston-based IMC Exploration Company. This 
subsidiary is also active in developing new sources of gas and 
oil through exploration, development drilling, and property 
acquisition. 

At year’s end, reserves stood at 133 billion cubic feet of 
natural gas and 6 million barrels of crude oil and condensate. 

Metallurgical coal’s chemical composition makes it espe- 
cially suitable for conversion into coke for steel industry use in 
blast furnaces. IMC’s metallurgical coal headquarters is in 
Lexington. Kentucky, with the coal mined in eastern Kentucky 
at properties the company acquired in July, 1977. Production 
capacity at the time of the acquisition was 400,000 tons a year, 
but the operations, shut down during last winter’s extended coal 
strike, produced only 226,000 tons during the year. Recover- 
able reserves are estimated at more than 40 million tons. 

Uranium oxide (U.,Ox) is the raw material from which 
fuel is made for nuclear power plants. Phosphate rock is among 
the sources of uranium, and when the rock is converted to 
phosphoric acid there is about a pound of uranium oxide in each 
ton of acid (P.O;). 

Following successful production at a pilot plant in fiscal 
1978, a $50 million uranium oxide plant is now under con- 
struction. When completed late in calendar 1979, the plant will 
have a design capacity of 750,000 pounds of product a year— 
enough to provide year-round energy for three 800-megawatt 
nuclear power plants supplying electricity to a city of 1.5 million 
people. This energy supply would be roughly equivalent to 
freeing about 23 million barrels of oil a year. 

The construction site adjoins the company’s phosphate 
chemicals plant at New Wales, Florida, with the U;O, to be 
extracted from phosphoric acid made at that operation. 

The new plant will be the largest in the world extracting 
uranium oxide from phosphoric acid. 

Another 1.3 million pounds of capacity are expected to be 
on stream in 1981 with the completion of two uranium recovery 
projects under an agreement in principle with CF Industries. 
1978: Significant Events 
o Energy Group operating earnings totaled $19 million on 
sales of $73 million. 

a Construction began just before the year’s close on a $50 
million uranium oxide plant at New Wales, Florida. 

The Group sold part of its working interests in the St. Martin- 
ville gas and oil field, St. Martin Parish, Louisiana, for a net 
gain of $7.6 million. 


Enerav Group 


o Natural gas production increased by 20 percent, from 11.4 
billion cubic feet in 1977 to 13.7 billion cubic feet in 1978. 

o Oiland condensate production increased by 11.5 percent. 
from 515,000 barrels in 1977 to 574,000 barrels in 1978. 

o InLouisiana’s well-known Monroe gas field, where the Group 
has about 700 producing wells, fiscal 1978 drilling resulted in 

34 producers and one dry hole; exploration and development 
drilling with partners elsewhere resulted in 11 producing 

wells and 10 dry holes. 


o Activities in the drilling, development, and acquisition of oil 
and gas property interests essentially maintained the net reserves 
of the Group after the year’s production of 13.7 billion cubic 
feet of gas and the sale of oil and gas reserves associated with 

the St. Martinville field interests. 

1979: Outlook 

While the Energy Group’s contribution to IMC earnings in 
fiscal 1979 will not change significantly from 1978 results, this 
Group is a growth area, with major gains in operating income 
planned for later years from investments made now. The Group 
is receiving the bulk of IMC’s discretionary capital spending in 
fiscal 1979, and this pattern will continue on into the fiscal years 
1980 and 1981. 

The 1979 Energy capital budget is $58 million, of which 
the largest part—$34 million—will go into the year’s construction 
work on the new IMC plant to produce uranium oxide. This 
activity will be all expense in fiscal 1979—i.e., interest on monies 
invested in plant under construction, in-house supervision of 
construction, and research and development. 

In addition, there will be a major uranium oxide marketing 
effort this year. As the year began we signed a $200 million long- 
term contract with the Florida Power & Light Company to supply 
uranium oxide for about a third of that utility’s nuclear power 
plant needs through 1992. 

IMC plans to sell uranium oxide production technology as 
well as the product itself, and the thought is that the company can 
enter into extraction arrangements with other phosphoric acid 
producers, as we plan to do with CF Industries. 

Oil and gas exploration and development will account for 
another $19 million in fiscal 1979 capital expenditures. 

Production of coal is expected to increase gradually through 
the year to a total of somewhat more than a million tons. This 
volume should turn the operation from a strike-plagued 1978 
loss to a modest 1979 profit. 


Fuel rods of enriched uranium, under blue tint 
of borated water, provide nuclear energy at a 
Florida Power & Light Company plant. IMC 
project under construction will provide uranium 
oxide for a large portion of the utility’s nuclear 
power needs through 1992. 


Cores for shaping the hollow 
interiors of automotive engines are 
made with sands, clays, and resins 
produced by the Industry Group. 


Industry Group 
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Industry 

The Industry Group, representing a capital investment of $167 
million, produces and markets more than 100 finished products 
and raw materials for use across the world. These products and 
materials are produced and sold through some 50 domestic and 
foreign mines, plants, terminals, and offices. 

The major markets are in North and South America, 
Western Europe, and the Far East. The principal customers are 
the steel and foundry industries. 

The business consists of three broad categories of opera- 
tions—carbon products, ferroalloys and metals, and foundry 
products including commodity and specialty resins. 

A major carbon product such as petroleum coke may go to 
market by the 60,000-ton shipload, with sales running into the 
millions of tons each year. Other products, such as a specialty 
resin, may go out in lots as small as a single 55-gallon drum. 

In carbon products, the Group is the world’s largest sup- 
plier of green petroleum coke, a purchased byproduct of pe- 
troleum refining. This product produces better blast furnace and 
foundry cokes when combined with coking coal, It also serves as 
a fuel additive for utilities and cement producers. Calcined 
petroleum coke is another carbon product, primarily used by 
producers of carbon anodes, aluminum, and graphite electrodes 
for electric furnaces. 

In ferroalloys and metals, the Group is an international 
producer and marketer of high-quality ferroalloys, fluxing 
materials, and metallic ores for the steel and foundry industries. 
A wide range of products is produced by wholly and partially 
owned IMC mines and plants; others are obtained through 
exclusive sales agency agreements. Major products include fer- 
rosilicon, specialty ferroalloys, chrome ore, fluorspar, olivine- 
derived Oliflux, and manganese alloys, 

Foundry products consist of raw and finished materials for 
core-making, mold-making, and melting operations, principally 
for the auto industry. The major products are core binders, 
bentonite bonding clay, custom sand additives, and Redford 
core-making machinery. 


At top: Multiple hearth furnace at California 
plant calcines petroleum coke at temperatures 
approximating 2,000 degrees Fahrenheit. 


Above: Green petroleum coke serves as a fuel 
additive for utility generation of electric power. 


At right: Alabama plant produces ferrosilicon 
for steel and foundry industries. 


Key Managers 


Donald E. Phillips, President 

Anton F. Kuzdas, Executive Vice President 

James Bryan, Vice President, Business 
Development 

John L. Dentzer, Vice President, Finance 

Nugent Comyn, Managing Director, 
Lavino S.A. 

Donald H. Freas, Vice President and General 
Manager, Foundry Products 

Eric Lomnitz, Chairman, Continental Ore 
Europe Ltd. 

John T. Lumis, Vice President and General 
Manager, Carbon Products 

I. David Paley, Vice President and General 
Manager, Ferroalloys and Metals 

Henry Siegmann, President, Minera 
Continental S.A. 
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Resins, produced under the McWhorter brand name, are 
sold to the paint and protective coatings industry. 

1978: Significant Events 
o Industry Group operating earnings were $33 million on sales 
of $352 million. 

D First full year of operations at new joint venture ferrosilicon 
furnace at Bridgeport, Alabama, ran at approximately 85 
percent of capacity; IMC owns 75 percent of venture and 

Allegheny Ludlum 25 percent. 

Modernization of the ferrosilicon plant at Kimball, Tennessee, 
was completed, upgrading product and boosting capacity by 
30 percent. 

Ferrosilicon market share was up, but competitive pressures 
and high energy costs held operating earnings to about the same 
level as last year. 

Traditional markets for petroleum coke were flat, with sales 
of the product tracking the depressed state of the world steel 
industry. Some new export markets opened, and sales to the 
domestic utility and cement industries increased. Price pres- 
sures existed in all markets. 

1 Expansion at Addie, North Carolina, more than doubled 
capacity for production of the proprietary blast furnace additive, 
Oliflux. 

c Bentonite mining expansion at Colony, Wyoming, to be 
completed early this fiscal year, will increase capacity by 35 
percent and convert fuel source from natural gas to more eco- 
nomical coal. 

Emulsions were added to the McWhorter resin product line 
during the year, and a new emulsion facility will be on stream 
early in fiscal 1979. 

1979: Outlook 

Industry Group results are expected to show modest im- 
provement in fiscal 1979, principally in reflection of slightly 
better market conditions in the United States and Europe. The 
major negative affecting the business will be increasing energy 
costs, particularly in ferrosilicon production. 

Capital expenditures of $13 million are planned for the 
year. These expenditures are earmarked for completion of 
underway construction projects, expansion of present facilities, 
and modernization of plant and equipment. 


At left: Trojan explosives lift tons of rock at an 
Ilinois quarry. 


At top: Power cable insulation draws flex and 
tensile strength from thermal carbon black used 
in its manufacture. 


Above: Paint producers use versatile IMC 
nitroparaffins to improve characteristics of their 
formulations. 


Key Managers 


Roger E. Secrist, President 

O. Wayne Chandler, Vice President and General 
Manager, Nitroparaffins 

Glen R. Hamrick, Vice President and General 
Manager, Carbon Black 

Lyle A. Holmes, Vice President and General 
Manager, Industrial Minerals 

Edward F. Kavanaugh, Vice President, 
Financial Management 

Herman Reerink, Vice President and General 
Manager, NYMA, B.V. 

James J. Roveda, Vice President and General 
Manager, Industrial Chemicals 

Paul E. Sullivan, Vice President and General 
Manager, Explosives 

James A. Wylie, Vice President and General 
Manager, Electrochemicals 


Chemicals 

The Chemical Group, with a capital investment of $159 million, 
produces and markets a wide variety of commodity and specialty 
chemicals which have significant application in world commerce. 
These products consist of electrochemicals, industrial explosives, 
industrial and organic chemicals, industrial minerals, thermal 
carbon black, and nitroparaffins (NP’s) and their derivatives. 

Nitroparaffins are products of IMC research and have a 
versatility of end uses—NP’s are pharmaceutical intermediates, 
pigment dispersants, buffers, emulsifiers, and catalysts. Cus- 
tomers make pharmaceuticals, herbicides, coatings, inks, rubber, 
cosmetics, paints, and wax. The Group was the world’s first NP 
producer and remains the only commercial manufacturer. 

The Group’s line of industrial explosives and blasting 
agents is a broad one, produced under the Trojan brand name. 

In electrochemicals, chlor-alkalis are produced through 
electrolysis and sold largely to the pulp and paper industry. 

Industrial and organic operations include production and 
sale of methylamines and polyols, and purchases for resale of 
methanol, ethyl alcohol, and other specialty organic chemicals. | 
Among customers are producers of cosmetics, solvents, coatings, 
surface active agents, and other chemicals. Specialty industrial 
chemicals are also produced in The Netherlands by a wholly 
owned Dutch subsidiary, NYMA, B. V. 

The Group’s industrial minerals operations mine and re- 
fine a number of feldspathic materials for use by the glass and 
ceramics industry. Thermal carbon black, produced in Alberta, 
Canada, from natural gas, lends special qualities of flex and 
tensile strength to plastic and rubber products. 

1978: Significant Events 

o Chemical Group operating earnings totaled $18 million on 
sales of $250 million. 

o Construction neared completion on 40,000-ton-a-year 
sodium chlorate plant at Orrington, Maine. This $15 million 
facility is to come on stream in early fiscal 1979. 

o Group marketed a record 62,500 tons of caustic potash. 
Chemicals International, a trading operation, was sold to a 
subsidiary of Associated Metals & Minerals Corporation. 
Hydrochloric acid expansion in Maine brought capacity to 
48,000 tons annually. Methanol production is still being con- 
sidered, but the best approach for IMC is not yet clear. 

o A thermal carbon black plant in Louisiana was closed because 
of the high cost of natural gas in relation to market prices. 

o Electrochemicals operations at Orrington, Maine, won a state 
energy conservation award for saving annually 30 million 
kilowatt hours of electricity and 250,000 gallons of fuel oil. 
1979: Outlook 

This is a good business, with a product line offering longer- 
range potential to contribute significantly to IMC earnings. A mod- 
erate increase in operating earnings is expected for fiscal 1979, 
largely through aggressive marketing approaches, substantial cost 
reductions, and rigid control of overhead. Unsatisfactory chlorine 
and caustic soda prices, and further rises in environmental protec- 
tion costs, are certain minuses. Currently, the Group’s return on 
investment is running in the range of only 4 percent to 5 percent. 
The first order of business is to improve this return. Accordingly, 
no new ventures are under consideration for 1979; planned cap- 
ital expenditures of $23 million will be in support of existing 
operations. The emphasis will be on maintenance, cost reduction, 
and environmental protection. Some $4 million will be spent to 
complete the new sodium chlorate plant in Maine. 17 


Striking the Balance 


Industry exists to serve society’s economic needs, but 
companies also have a range of other social concerns and obliga- 
tions—among them such responsibilities as environmental 
protection, employee safety, and fair practices. Complex, de- 
manding, and often conflicting forces are involved. 

The task is to achieve intelligent compromise. 

The following paragraphs discuss one way of going about 
balancing economic need and environmental requirement, 
with the examples drawn from IMC’s Florida phosphate 
operations, largest and oldest of the company’s businesses. 
Water Management 

There are natural reservoirs of fresh water stretching 
underground through much of Florida. The largest of these 
reservoirs, the Floridan aquifer, underlies most of the state, in- 
cluding the central Florida phosphate mining area. Authorities 
estimate that this aquifer holds more water than all the Great 
Lakes combined. 

One environmental concern is that demand for water will 
grow faster than rain can replenish the aquifer. The state’s largest 
use of water is in agricultural irrigation, followed by the require- 
ments of a rapidly growing population. Industrial use is a 
close third. 

Phosphate operations require a great deal of water. Under 
current regulations protecting the aquifer, IMC may withdraw a 
maximum of 48 million gallons a day. 

The company uses far less. A technology-based water 
management program has reduced IMC’s net use to 23 million 
gallons a day—52 percent below the conservation maximum. 
This low net use has been achieved through: 

Recycling water through operations. 
Doubling rainfall reservoir capacity. 
Returning water to the aquifer. 

The return of water to the aquifer is an IMC technological 
achievement. With federal and state authorities, the company 
developed a system of “recharge wells”—wells that work in 
reverse, restoring water to the aquifer as well as channeling 
down rainfall before it can run off the land and be lost. At year 
end, 64 of these wells were in operation. 

IMC has also made the recharge system available to other 
water users in Florida. 

The company’s goal is to return to the aquifer at least as 
much water as is withdrawn in the phosphate operations. 

Land Reclamation 

IMC reclaims its mined Florida phosphate land in a 
manner consistent with the needs of the environment and the 
area in which the company operates. For the most part 
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reclaimed land consists of recreation areas and parks, wildlife 
sanctuaries, housing sites, pasture lands for cattle, and preserves 
for hunting, fishing, and boating. Altogether, the company has 
reclaimed some 7,700 acres of mined-out land since it began a 
voluntary restoration program back in 1961. 

Florida phosphate mining is surface mining. Earth is 
pushed aside to reach the underlying ore. Reclaiming a mined- 
out area becomes principally a matter of recontouring the soil. 

But phosphate production requires a second kind of dis- 
turbance of the land, and this disturbance is not so amenable to 
immediate correction. 

Phosphate rock is removed from the ore by a water flotation 
process. The removal leaves silica sand and phosphatic clays 
as waste products. These waste products are in slurry form, and 
anew and better way to dispose of them is a major unresolved 
problem. 

The only economic and proven means to date is storing the 
slurry in large artificial settling ponds. After the slurry’s surface 
water is reclaimed, the natural forces of sun, air, and vegetation 
gradually remove the water that remains. The nature of the clay’s 
absorption has so far defied any quick and economic way to dry 
out the wastes; the holding pond technique requires 6 to 10 
years for dehydration and subsequent reclamation. 

While ultimate reclamation of settling pond land is assured, 
more rapid restoration is desirable. IMC and other phosphate 
producers, with the cooperation of the U.S. Bureau of Mines, 
are pursuing viable alternatives, 

Keeping the Air Clean 

There is a large body of law, both state and federal, govern- 
ing emissions from phosphate plants. In addition, IMC and 
other producers have made extensive studies of air pollution. 

The result of the law and of the studies has been the de- 
velopment of technology and techniques which not only meet 
emission standards but often go beyond them in standards 
of purity. 

In the decade 1965 to 1975, IMC spent $27 million in its 
phosphate air pollution control programs. A wide variety of 
devices is in use. 

Such solid particles as dust are removed by scrubbers or 
bag houses. A bag house is a building several stories high in 
which exhaust vapors are pumped through many individual 
fabric bags. The bags catch and retain the dust in much the same 
manner as a household vacuum cleaner. 

Scrubbers also remove contaminants that exist as gases and 
vapors. Scrubbers are systems that scrub emissions with water 
to clean them before discharge into the air. 

IMC’s Florida phosphate operations meet or exceed all 
Environmental Protection Agency source performance guide- 
lines for air emissions. 

Radiation 

A small but measurable amount of uranium is one of the 

natural constituents of phosphate. This fact has given rise over 
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the last few years to expressions of concern about radiation 
levels in Florida, particularly in houses built on reclaimed 
phosphate mining land. 

Radiation, as a natural part of our environment, is found 
everywhere on earth. Exposure varies with location and altitude 
—while radiation levels on phosphate lands tend to be somewhat 
higher than those in other parts of Florida, they are still lower 
than natural background radiation levels in at least seven West- 
ern states and lower than levels in some other areas of Florida. 

Two years ago the Environmental Protection Agency 
undertook a study of the Florida phosphate industry. This study 
included a review of the radiation question. The EPA has now 
released a draft of its findings. This draft observes that phos- 
phate mining brings more radiation to the surface than normally 
exists, but that even this increased radiation is so low that: 

o Radiation exposure to phosphate employees working under 
normal procedures and conditions is well within the guidelines 
for occupational exposure and generally within the guidelines 
for the general public. 

Radon progeny levels can be high in rock-loading tunnels, but 
only if there is not proper ventilation. 

Said the EPA in summary: 

“Radiation relative to the phosphate industry is of concern 
because of its possible adverse health effects. These would be 
expected to be manifested in cancer statistics, especially lung 
cancer, which might be induced by inhalation of radioactively 
contaminated dust emitted by rock and chemical processing and 
by inhalation of radon progeny, the concentration of which is 
also affected locally by phosphate industry activities. According 
to cancer mortality statistics for 1950-69 (U.S. Department of 
Health, Education, and Welfare 1974), Polk County did not 
experience an increase in mortality due to lung cancer even 
though the phosphate industry has been most active within 
this county.” 

The EPA also found that Polk County deaths from lung 
cancer ranked 31st among Florida’s 67 counties. 

The EPA draft did observe that radioactivity concentra- 
tions in homes and other structures built on reclaimed land have 
been shown to be higher than in structures located on land out- 
side the mineralized phosphate area. However, the EPA, other 
than commenting that in general the long-term effects of low 
radiation are not fully known, did not suggest any need for 
“remedial action” in buildings constructed on reclaimed land. 
Remedial action can be as simple as improving internal ventila- 
tion or installing a small filter to remove dust particles. 


Corporate Matters 


Safety Program 

IMC employees, responding to an ongoing corporate safety 
program, reduced the company’s lost-time accident rate in the 
United States and Canada by a sharp 48 percent in fiscal 1978— 

a further improvement over the 43 percent reduction achieved 
in 1977. 

Of the 136 locations involved, more than three-fourths | 
were accident-free, with 66 of the locations completing two or 
more years without a lost-time accident and 38 more completing 
one year. The major improvement was within the Industry 
Group. 

During the year, one location—the Terre Haute, Indiana, 
chemicals plant—reached 3 million continuously safe man-hours, | 
a company record. 

Three other locations reached and surpassed 1 million 
man-hours each—the Saskatchewan potash operations, the 
Florida phosphate rock operations, and the Sterlington chemi- 
cals operations in Louisiana. The Saskatchewan record was 
boosted to 2 million man-hours shortly after the close of 
the year. 

Additionally, the Saskatchewan operations were awarded 
the John T. Ryan Trophy for the year’s best safety record in 
their mining category. This trophy, administered by the 
Canadian Institute of Mining and Metallurgy, honors the late 
Mr. Ryan, founding president of the Mine Safety Appliances 
Company. 

Legal Matters 

An agreement settling private treble damage class actions 
brought against IMC and other potash producers alleging 
charges substantially similar to those brought against them | 
by the Antitrust Division of the U.S. Department of Justice, of 
which the defendants were acquitted, was given final court 
approval in June, 1978. 

The grand juries investigating possible violations of the 
federal antitrust laws with respect to phosphate and nitrogen 
were discharged without taking any action. 

In November, 1977, Coastal Petroleum Company filed an 
action against IMC in the U.S. District Court for the Northern 
District of Florida seeking $800 million in damages, plus un- 
specified punitive damages, alleging that the Corporation has 
wrongfully mined phosphate and uranium in certain lands in 
central Florida on which Coastal claims to hold exclusive min- 
eral rights from the State of Florida. The plaintiff has filed 
actions making similar claims against most of the other phos- 
phate rock producers in Florida. Coastal’s lease allegedly covers 
minerals in the bottoms of rivers and water bottoms adjacent to 
these rivers in Florida, and connecting sloughs, arms, and over- 
flow lands located in such waters. Coastal, as lessee from the 
State of Florida, named the State as an involuntary plaintiff in 


these several proceedings. The State has since asked to be 
realigned as a defendant. The State claims lands under these 
waters and certain other types of lands, but the locations of these 
claims are not yet known. At this time it is not expected that the 
total acreage claimed by the State will exceed that claimed 

by Coastal. 

IMC’s outside counsel handling this matter has advised that 
in its opinion, and based on the information now available, IMC 
is entitled to prevail in this litigation. 

For additional information on legal matters, see Notes to 
Consolidated Financial Statements under the headings Antitrust 
Proceedings and Saskatchewan Matters. 

Charter Amendments 

In October, 1977, IMC shareholders approved certain 
amendments to IMC’s Certificate of Incorporation. See Share- 
holders’ Equity in Notes to Consolidated Financial Statements. 
Changes in Directors and Officers 

Richard A. Lenon, serving as President and a Director, 
was elected to the additional office of Chairman of the Board of 
Directors at the Board’s October meeting. He continued to serve 
as President until May. He remains Chairman, Chief Executive 
Officer, and a member of IMC’s three-man Executive Office. 

Anthony E. Cascino, who had been Executive Vice Presi- 
dent, Agriculture, was elected Vice Chairman of the Board of 
Directors at the Board’s December meeting. He continues as a 
member of the Executive Office. 

George D. Kennedy, who had been Executive Vice Presi- 
dent, Industry and Business Development, was elected President 
at the Board’s May meeting. He continues as a member of the 
Board and of IMC’s Executive Office. 

Senior Vice President Sidney T. Keel, who had headed the 
company’s agricultural marketing activities, was named Chair- 
man of the Agriculture Group in December. When the Corpora- 
tion was restructured in May, he became Chairman of the 
Fertilizer Group. 

Senior Vice President Judson H. Drewry, who had been 
in charge of IMC’s Agricultural Operations, was named Presi- 
dent of the Agriculture Group in December. In May he became 
President of the Fertilizer Group. 

Senior Vice President Marvin B. Gillis, who had been 
President of the IMC Chemical Group, Inc., became President 
of the Animal Products Group in May. Dr. Gillis, as IMC’s 
senior technical officer, also holds responsibility for corporate 
research and development. 

Executive Vice President George B. Howell, who had 
served as head of Corporate Administration, was appointed 
President of the Energy Group in May. 

Vice President Donald E. Phillips continues as President 
of the Industry Group. 

Roger E. Secrist, formerly Vice President and General 
Manager of the Chemical Group’s Hydrocarbons business area, 
was named President of the Chemical Group in May. 
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Oscar T. Stutsman, who had served as the Fertilizer 
Group’s Vice President, Finance and Administration, was 
elected IMC’s Vice President, Finance, at the Board’s June 
meeting. 

Darrell L. Feaker, Treasurer, was elected a Vice President 
at the Board’s March meeting. He continues to serve as 
Treasurer. 

Vice President Lester G. Sobin, who had been Vice Presi- 
dent and General Manager of the Chemical Group’s Industrial 
and Organic Chemicals business area, was reassigned in May as 
Senior Advisor to the Executive Office. 

James T. Gibson, Jr., Vice President, Financial Opera- 
tions and Real Estate, elected to take early retirement on April 1; 
he continues to be the company’s representative on the Board 
of Directors of Coromandel, an Indian fertilizer producer in 
which IMC holds a minority interest. 

Julian M. Sobin, Senior Vice President, International 
Business Development, elected to take early retirement on 
June 30, becoming chairman of a subsidiary of Associated 
Metals & Minerals Corporation. 

Labor Relations 

In fiscal 1978, IMC had 41 collective bargaining agree- 
ments with seven international unions or their affiliated locals; 
19 agreements covering 36 percent of the hourly work force 
were negotiated during the year, with 14 agreements covering 
36 percent to be negotiated in 1979. 
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Financial Review Business Group Summary (in millions) 


Years ended June 30 1978 1977 1976 1975 1974 
Net Sales 
Fertilizer 
Phosphate rock $ 169.5 138.4 201.6 208.8 75.4 
Phosphate chemicals 180.0 148.5 140.3 55.2 22:5 
Potash 118.4 108.3 110.1 119.1 83.8 
Ammonia 64.8 38.1 14.4 3.5 
Mixed fertilizers 97.8 108.9 99.5 115.9 96.1 
Other 44.7 42.5 44.9 192.8 86.0 
675.2 584.7 610.8 695.3 363.8 
Animal Products 102.2 96.2 96.3 79.2 61.2 
Chemicals 249.7 235.5 210.6 111.6 67.9 
Energy 72.7 35.3 28.5 2.8 
Industry 
Carbon products 169.9 182.0 167.8 210.6 80.8 
Ferroalloys 129.3 135.9 128.6 161.7 77.6 
Other 53.0 53.3 54.8 61.6 215-5 
352.2 371.2 351.2 433.9 373.9 
Elimination of sales between groups (87.6) (42.7) (37.4) (19.9) (8.3) 
$1,364.4 1,280.2 1,260.0 1,302.9 858.5 
Operating Earnings 
Fertilizer 
Phosphate rock $ 78.0 59.8 128.5 124.5 23.7 
Phosphate chemicals 17.3 9.5 6.4 7.1 1.4 
Potash 45.4 39.2 44.9 54.5 41.4 
Ammonia 12.2 13.8 (1.7) 2 
Mixed fertilizers 8.5 9.6 6.4 19.0 14.7 
Other 3.1 2.1 2.8 16.4 TS 
i 164.5 134.0 187.3 222.0 88.7 
Animal Products 22.4 20.6 27.8 24.2 14.5 
Chemicals 17.8 27.5 21.9 17.4 5.9 
Energy 19.0 9.7 3.3 (.1) 
Industry 
Carbon products 13.0 11.1 19.3 28.9 7.8 
Ferroalloys 14.7 14.3 10.5 12.8 1.5 
Other 5.7 8.6 7.3 3.5 6.4 
33.4 34.0 37.1 45.2 15.7 
257.1 225.8 277.4 308.7 124.8 
Elimination of unrealized profits 
between groups (2.4) (1.0) (.1) (.3) (.1) 
| 254.7 224.8 277.3 308.4 124.7 
Corporate income and 
expense, net (18.7) (25.8) (22.3) (10.5) (12.0) 
| Interest charges (37.1) (34.9) (29.8) (23.3) (16.5) 
Pre-tax earnings* 198.9 164.1 2232 274.6 96.2 
Provision for income taxes* 78.8 55.9 90.0 112.9 38.9 
Net earnings* $ 120.1 108.2 135.2 161.7 57.3 


*Before extraordinary items in 1975 and 1974. 


For additional information see Segment Information and Operations by 
Geographic Area in Notes to Consolidated Financial Statements. 


Years ended June 30 1978 1977 1976 1975 1974 


Summary of Operations (In millions except per share amounts) 


Revenues $1,394.3 1,296.5 1278.3 T3317 871.8 
Operating costs and expenses 1,158.3 1,097.5 1,023.5 1,033.8 750.4 
Loss on investments and discontinued operations 8.7 
Interest charges 37.1 34.9 2973" 23: 3a 16.5 
Earnings before income taxes and extraordinary items 198.9 164.1 oe aye! 274.6 96.2 
Provision for income taxes 78.8 55 9m 90.0 T29 38.9 
Earnings before extraordinary items 120.1 108.2 135.2 161.7 57.3 
Extraordinary items—loss carryforward tax credits an 4.2 13.0 
Net earnings 120.1 = 1082 135.2 165.9 70.3 
Preferred stock dividend requirements 4 A 2 1.9 Qe 
Net earnings for common shares 119.7 107.4 134.0 164.0 67.6 
Per Share Data 
Primary earnings—before extraordinary items $ 6.61 6.09 TI 9.90 3.58 
Primary earnings—net 6.61 6.09 TI 10.16 4.43 
Fully diluted earnings—before extraordinary items ž A 7.38 8.89 3.18 
Fully diluted earnings—net fa ia 7.38 9.13 3.90 
Common dividends 2.60 2.45 2.10 1.38 57 
Book value 39.66 35.64 31.94 25.89 16.72 
Average shares—primary 18.1 17.6 173 16.1 15.2 
Average shares—fully diluted a 18.3 18.2 18.1 
Other Data (Dollars in millions) 
Total assets $1,461.9 1,368.6 1,267.1 1,097.3 755.4 
Working capital 248.0 254.9 211.5 183.9 194.7 
Property, plant, and equipment—net 879.4 778.6 684.2 544.9 307.9 
Long-term debt, less current maturities 375.0 387.0 389.5 306.3 255.2 
Shareholders’ equity 721.0 649.3 519.5 456.9 308.3 
Invested capital 1,096.0 1,036.3 969.0 763:2 563.5 
Capital expenditures 193.6 174.8 165.0 165.3 99.4 
Depreciation and depletion 82.4 67.7 54.8 34.1 24.4 
Returns based on earnings before extraordinary items 

Net sales 8.8% 8.5% 10.7 % 12.4% 6.7 % 

Shareholders’ equity 16.7% 16.7% 23.3% 35.4% 18.6% 

Invested capital 12.7% 12.1% 15.5% 22.71% 11.6% 
Number of shareholders, including beneficial owners 36,400 36,800 31,180 29,800 29,500 
Number of employees 9,942 9,861 9,674 10,455 6,589 
Common shares outstanding at end of fiscal year (in millions) 17.9 17.9 17.5 16.5 15.1 


*Fully diluted earnings per share is based on primary earnings per 
share, adjusted principally for the assumed conversion of 
debentures and preferred stock convertible into IMC common 
stock and for interest and dividends on those debentures 
and preferred stock. Fully diluted earnings per share in 1978 and 
1977 was not materially less than primary earnings per share. 
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Analysis of | 


Sales in 1978 increased $84 million (7 percent) over 1977 
after a2 percent increase in 1977 over 1976. In both years, sales 
volumes generally improved over the prior year. In 1978, gross 
margins—sales less cost of goods sold—as a percentage of sales 
increased to 23.6 percent compared with 22.6 percent in 1977. 
In 1977, most of the gains from increased volume over 1976 
were offset by lower per unit realizations as reflected by the 
decrease in the gross margin percentage from 25.8 percent in 
1976 to 22.6 percent in 1977. 

Fertilizer Group sales increased $91 million (15 percent) 
over 1977 after a decrease of $26 million in 1977 (4 percent) 
from 1976 levels. Operating earnings in 1978 increased 
$31 million (23 percent) over 1977 after a decline of $53 million 
(28 percent) in 1977 from 1976. Most of 1978’s sales increase 
is attributable to higher shipments of phosphate rock and phos- 
phate chemicals and increased production of ammonia from a 
second plant that came on stream in the last half of 1977. The 
increased sales of phosphate rock to overseas markets was the 
principal contributor to the 1978 earnings improvement. Declin- 
ing ammonia prices in 1978 and the shutdown of one ammonia 
plant late in the year resulted in a small decline in the earnings 
contribution from that sector of the Fertilizer Group. The 1977 
declines in sales and earnings were primarily the result of lower 
volume and prices for phosphate rock sold overseas; lower costs 
in 1977 vs. 1976, including a decrease of about $10 million in 
Saskatchewan mining fees and taxes, were a partial offset. 

Animal Products Group sales increased $6 million (6 per- 
cent) over 1977 sales after virtually no change in sales between 
1977 and 1976. Operating earnings increased nearly $2 million 
(9 percent) over 1977 after a 1977 decline of more than $7 mil- 
lion (26 percent) from 1976 results. Sales of Ralgro increased 
substantially over 1977 levels and that product’s earnings con- 
tribution almost offset the decline in the earnings contribution 
from sales of feed ingredients caused primarily by higher depre- 
ciation charges on the Group’s two new plants. Earnings in 1978 
also included a $4 million gain from the sale of an old feed ingre- 
dients plant that was replaced by one of the new plants. The 
1977 decline in earnings over 1976 was mainly the result of 
lower prices for feed ingredients. 

Chemical Group sales increased $14 million (6 percent) 
over 1977 after a $25 million (12 percent) increase in 1977 


over 1976. Operating earnings in 1978, however, declined 

$10 million (35 percent) from 1977 levels that were $6 million 
(26 percent) above 1976 operating results. Much of the 1978 
earnings decline related to lower prices for chlorine and caustic 
soda as well as lower volume and higher costs for carbon black 
products. In addition, 1978 earnings included provisions for 
losses relating primarily to the relocation of an office facility and 
a plant closing. The 1977 earnings increase was primarily due to 
higher volume and prices for carbon black products and lower 
costs in the manufacture of nitroparaffins. 

Energy Group sales of $73 million were more than double 
1977 sales; in turn, 1977 sales were almost $7 million (24 per- 
cent) greater than 1976 sales. Operating earnings of $19 million 
were almost twice 1977 earnings; 1977 earnings of $10 million 
were nearly three times 1976 earnings levels. Most of the growth 
of this business segment is the result of a series of acquisitions of 
gas and oil interests that began in the last half of 1976 and the 
acquisition at the beginning of 1978 of metallurgical coal mining 
operations. Resulting higher volumes as well as higher prices for 
gas and oil contributed significantly to the earnings improvement 
in both 1978 and 1977. Earnings in 1978 benefitted from an 
$11 million gain on the sale of certain oil and gas properties; how- 
ever, that gain was largely offset by a $6 million loss from the 
write-off of other gas properties and a nearly $2 million operat- 
ing loss from coal mining operations. Most of the 1978 loss from 
coal mining operations was the result of the closing of IMC’s 
mines during the United Mine Workers’ strike that lasted nearly 
five months. 

Industry Group 1978 sales of $352 million were down 
$19 million (5 percent) from 1977 and were about equal to 1976 
sales. Operating earnings in 1978 of $33 million were down 
slightly from a year earlier; 1977 earnings were $3 million 
(8 percent) less than 1976 earnings. A major customer of the 
Group is the world steel industry, principally in the United 
States, Europe, and Japan. That industry operated in generally 
depressed conditions throughout 1976, 1977, and 1978 and 
those conditions adversely affected sales and earnings of the 
Group’s major products. 

Other income in 1978 increased principally as the result of 
the aforementioned gains on the sales of a feed ingredients plant 
and certain gas and oil properties. 

Selling, administrative, and general expenses increased 
$9 million (9 percent) over 1977 after an increase of $18 million 
(20 percent) in 1977 compared with 1976. These increases were 


primarily the result of a combination of inflationary pressures 
on salaries and purchased goods and services. 

Interest charges increased $2 million from last year after a 
$5 million increase in 1977 over the year before. The 1978 in- 
crease was due to higher short-term borrowings during part of 
1978; the 1977 increase was primarily the result of the full-year 
effect of interest on $100 million of debentures issued in 1976. 

Income taxes were higher in 1978 from higher earnings and 
a higher effective tax rate (39.6 percent vs. 34.1 percent). Most 
of the 1978 increase in the effective tax rate was attributable to 
lower investment tax credits and U.S. foreign tax credits and 
higher provisions for withholding taxes on earnings of foreign 
subsidiaries. Income taxes in 1977 were lower than 1976 from 
lower earnings and a lower effective tax rate (34.1 percent vs. 
40.0 percent) caused by higher 1977 investment tax credits and 
U.S. foreign tax credits. 

Earnings per share in 1978 increased 52 cents (9 percent) 
over 1977 following a 1977 decline of $1.64 (21 percent) from 
1976. In addition to changes in earnings, per share earnings were 
also affected by increases in both 1978 and 1977 in the average 
number of common and common equivalent shares outstanding 
(18.1 million in 1978; 17.6 million in 1977; and 17.3 million 
in 1976). 


Common Stock Prices and Dividends 


Quarter First Second Third Fourth 

Fiscal 1978 
Dividends per share $ .65 65 65 65 
Common Stock Prices 

High 42% 42 405% 4314 

Low 35% 3714 37% 37% 
Fiscal 1977 
Dividends per share $ .60 60 60 65 
Common Stock Prices 

High 40% 41% 44% 44 

Low 33% 36% 37% 40% 


Common stock prices were obtained from the Composite Tape 
for New York Stock Exchange Issues as reported in the Wall 

Street Journal. The principal market for IMC’s common stock 
is the New York Stock Exchange. 


Fourth Quarter Operations 


A summary of fourth quarter results of operations is as 
follows (in millions except per share amounts): 


1978 1977 
Net sales $396.4 $367.2 
Gross margins 89.3 TST 
Earnings before income taxes 5303 36.7 
Net earnings 31.7 28.5 
Earnings per share $ 1.75 $ 1.60 


Fourth quarter net earnings this year were $31.7 million, a 
$3.2 million or 11 percent increase over a year ago. Compared 
with this year’s third quarter, net earnings increased $1.9 million 
or 6 percent. Most of the earnings improvement over last year 
and this year’s third quarter was the result of higher prices for 
phosphate rock. This year’s fourth quarter included a net gain of 
$4.8 million (26 cents per share) from the sale of certain gas and 
oil properties and the write-off of other gas properties. That net 
gain, however, was nearly offset by other fourth quarter losses 
and provisions for losses relating principally to shutdowns and 
closings. 

The 1978 fourth quarter effective income tax rate was 
40.5 percent compared with 22.3 percent a year ago and 
36.7 percent in this year’s third quarter. The higher rate in the 
fourth quarter compared with a year earlier was the result of 
lower than estimated 1977 pre-tax earnings and higher than 
estimated 1977 U.S. foreign tax credits. The increase in the 1978 
fourth quarter tax rate compared with this year’s third quarter 
was due primarily to lower than estimated U.S. investment 
tax credits. 


(In millions except per share amounts) Years ended June 30 1978 1977 
Revenues 
Net sales $1,364.4 $1,280.2 
Interest earned and other income, net 29.9 16.3 
1,394.3, 1,296.5 
Costs and expenses 
Cost of goods sold 1,042.1 990.6 
Selling, administrative, and general expenses 116.2 106.9 
Interest charges 37.1 34.9 
1,195.4 1,132.4 
Earnings before income taxes 198.9 164.1 
Provision for income taxes 78.8 55.9 
Net earnings $ 120.1 $ 108.2 
Earnings per common and common equivalent share i $ 6.61 l $ 6.09 


(See Notes to Consolidated Financial Statements} 


(In millions except per share amounts) Years ended June 30 1978 1977 
Retained earnings at beginning of year $ 496.2 $ 432.0 
Net earnings i 120.i 108.2 
616.3 540.2 
Cash dividends paid 

Preferred stock 4 8 

Common stock (1978, $2.60 per share; 
1977, $2.45 per share) 47.2 43.2 
47.6 44.0 
Retained earnings at end of year $ 568.7 $ 496.2 


(See Notes to Consolidated Financial Statements) 


Assets (In millions) At June 30 1978 1977 
Current assets 
Cash $ 15.3 $ 14.8 
Deposits and short-term investments, at cost 
which approximates market 58.8 67.2 
Receivables, less allowances of $9.8 in 1978 
and $8.8 in 1977 21337 202.3 
Inventories 
Products (principally finished ) 192.5 186.4 
Operating materials and supplies 37.3 34.0 
229.8 220.4 
Prepaid expenses 7.3 8.1 
524.9 512.8 
Investments and long-term receivables, less allowances 
of $9.4 in 1978 and $9.0in 1977 36.2 47.1 
Property, plant, and equipment 1,233.9 1,071.6 
Accumulated depreciation and depletion 354.5 293.0 
Net property, plant, and equipment 879.4 778.6 
Deferred royalties and other assets 21.4 30.1 
$1,461.9 $1,368.6 
Liabilities and Shareholders’ Equity 
Current liabilities 
Notes payable $ 7.4 S| 33.5 
Accounts payable 114.5 113.9 
Accrued liabilities 78.8 53:3 
Income taxes 53.5 37:3 
Current maturities of long-term debt 22:7. 19.9 
276.9 257-9 
Long-term debt, less current maturities 375.0 387.0 
Deferred income taxes 64.7 47.1 
Non-current liabilities and deferred credits 24.3 27:3 
89.0 74.4 
Shareholders’ equity 721.0 649.3 
$1,461.9 $1,368.6 


(See Notes to Consolidated Financial Statements) 


dn millions) Years ended June 30 1978 1977 
Source of funds 
Net earnings $120.1 $108.2 
Depreciation and depletion 82.4 67.7 
Deferred income taxes 15.7 7.2 
Other (8.3) 6.2 

Total from operations 209.9 189.3 
Issuance of common stock 

Conversion of Series preferred stock 12.0 

Conversion of 4% debentures 2.7 4.3 

Exercise of options 1.4 5 

Purchase of coal properties 2.3 
Decrease (increase ) in investments 

and long-term receivables 12.0 (5.5) 
Long-term debt 15.3 25.7 
Sale of property, plant, and equipment 21.4 11.4 
Other net changes in financial position 5.2 (1.3) 

270.2 236.4 
Use of funds 
Capital expenditures 193.6 174.8 
Dividends 47.6 44.0 
Reduction in long-term debt 27.3 28.2 
Conversion of Series preferred stock 12.0 
Purchase of treasury common shares 8.6 
277.1 259.0 

Decrease in working capital $ 6.9 $ 22.6 
Decrease in working capital by component 
Cash and short-term investments $ 7.9 $ 6.0 
Receivables (11.4) (7.3) 
Inventories (9.4) (6.5) 
Prepaid expenses 8 75 
Notes payable (26.1) 19.6 
Accounts payable and accrued liabilities 26.1 (12.9) 
Income taxes 16.2 6.2 
Current maturities of long-term debt 2.8 10.0 

Decrease in working capital $ 6.9 $ 22.6 


(See Notes to Consolidated Financial Statements) 


Notes to Consolidated Financial Statements 
(Dollars in millions except per share amounts) 


Accounting Policies 

Principles of Consolidation Financial statements of all signifi- 
cant subsidiaries are consolidated. Investments in nonconsoli- 
dated subsidiaries and in partially owned companies in which 
ownership ranges from 20 to 50 percent are carried at cost, 
adjusted for amortization of intangibles, allowances for losses, 
and equity in net earnings or losses. The excess purchase cost 
over the fair value of net assets of acquired businesses is 
amortized over periods of up to 40 years. 

Inventories Inventories are stated at the lower of cost or 
market (net realizable value ). Cost is determined on the basis 
of cumulative annual averages and specific items. 

Exploration and Development Costs Mineral exploration costs 
and gas and oil exploration costs other than exploratory drilling 
costs are charged to expense as incurred. Exploratory drilling 
costs and mineral, gas, and oil development costs are capitalized. 
When it is determined that an exploratory well is unsuccessful, 
related drilling costs are charged to expense. 

Property, Plant, and Equipment Property, plant, and equip- 
ment are recorded at cost. Repairs and maintenance are charged 
to expense as incurred; major renewals and improvements are 
capitalized. When such assets are sold or otherwise retired, the 
cost and accumulated depreciation or depletion are removed 
from the accounts, and any gain or loss is included in earnings. 
Provisions for depreciation are based upon estimated useful lives 
of 17 to 50 years for buildings and of 5 to 20 years for machinery 
and equipment, using principally straight-line and unit-of- 
production methods. Provisions for depletion and amortization 
of mineral, gas, and oil properties and rights are based upon 
estimates of recoverable reserves or deliveries under contract, 
using the unit-of-production method. 

Pension Plans IMC has pension plans that cover substantially 
all employees. Pension expense, consisting of normal and prior 
service Costs, is determined actuarially. Generally, contributions 
to the plans are made as those costs are accrued. Prior service 
costs are being amortized principally over a 30-year period. 
Income Taxes Investment tax credits are applied as available 
as a reduction of income tax expense. Income taxes are provided 
on the earnings of foreign subsidiaries to the extent that earnings 
are expected to be remitted. 

Leases In 1977, IMC adopted retroactively new lease account- 
ing standards established by the Financial Accounting Stan- 
dards Board. 

Stock Plans No amounts are charged to earnings in accounting 
for stock options. For stock appreciation rights, any excess of 
the market price over the exercise price of the related stock 
options is charged to earnings. 
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Earnings Per Common and Common Equivalent Share 

Earnings per share has been computed by dividing net 
earnings less preferred stock dividend requirements by the 
weighted average number of common and common equivalent 
shares outstanding. Common equivalent shares include dilutive 
stock options and shares awarded under incentive compensation 
plans. Shares used in the computation were as follows: 


1978 1977 

Weighted average common shares 
Outstanding 18,038,315 17,528,910 
For stock options 44,102 70,465 
For incentive compensation plans 21,206 25,200 
18,103,623 17,624,575 


Inventories 
Product inventories at June 30, 1978 and 1977, were as 
follows: 


1978 1977 

Animal Products $ 9.4 SS 
Chemicals 36.5 35:5 
Fertilizers 79.3 68.7 
Industry 68.4 70.9 
Inter-group eliminations (1.1) C2) 
$ 192.5 $ 186.4 


Investments and Long-Term Receivables 
Investments and long-term receivables at June 30, 1978 


and 1977, were as follows: 
1978 1977 


E A 
Investments in and advances to 

nonconsolidated subsidiaries and 

partially owned companies, less 

allowances of $6.0 in 1978 and 


$4.5 in 1977 $ 14.1 $ 23.5 
Long-term receivables and other 
investments, less allowances 
__of $3.4 in 1978 and $4.5 in 1977 22.1 23.6 
$36.2 $ 47.1 


Property, Plant, and Equipment 
Major classes of property, plant, and equipment at June 
30, 1978 and 1977, were as follows: 


1978 1977 

Land $ 211 $9.2 
Mineral, gas, and oil properties and rights 231.8 180.4 
Buildings and leasehold improvements 183.3 168.0 
Machinery and equipment 719.4 622.3 
Construction in progress we 78.3 81.7 
1,233.9 1,071.6 

Accumulated depreciation Sa 267.6 
Accumulated depletion 36.8 25.4 
; 354.5 293.0 

Net property, plant, and equipment $ 879.4 $ 778.6 


In July, 1977, IMC purchased operating metallurgical coal 
properties for $39 million ($36.5 million in cash and 54,082 
treasury shares of IMC common stock). 

In June, 1978, IMC sold certain gas and oil reserves for an 
after-tax gain of $7.6 million (42 cents per share). Also in June, 
1978, IMC wrote off its investment in certain gas reserves based 
on engineering evaluations that such reserves were not econom- 
ically recoverable. The after-tax cost of that write-off was 
$2.8 million (16 cents per share). 


Income Taxes 
The provision for income taxes consisted of the following: 
1978 1977 
Federal 
Current $26.5 $11.6 
Deferred i 11.9 9.4 
38.4 21.0 
State and local 
Current 6.5 5:2 
Deferred 7 1.2 8 
TT 6.0 
Foreign 
Current 30.1 31.9 
Deferred 2.6 (3.0) 
32.7 28.9 
$78.8 $55.9 


Deferred income tax provisions result from timing differ- 
ences in the recognition of income and expenses for financial 
reporting purposes and for tax purposes. In 1978 and 1977, 
deferred income tax provisions related principally to deprecia- 
tion differences ($14.5 and $9.5 million, respectively). 

A reconciliation between taxes computed at the 48 percent 
federal statutory rate and the consolidated effective tax rate 
was as follows: 


1978 1977 

Computed tax at federal 

statutory rate $ 95.5 48.0% $78.8 48.0% 
Investment tax credits (11.1) (5.6) (13.5) (8.2) 
Percentage depletion (15.6) (7.8) (12.8) (7.8) 
U.S. foreign tax credit carryback (5.1) (3.1) 
Foreign withholding taxes 6.0 3.0 3.7 2.3 
Other items (none in excess of 

5% of computed tax) 4.0 2.0 4.8 29 
Consolidated effective tax $78.8 39.6% $55.9 34.1% 


Long-Term Debt 
Long-term debt at June 30, 1978 and 1977, was as follows: 
1978 1977 


7.45% promissory notes due in 1994 in 
annual installments of $7.5 million, 
with final payment of $20 million in 1994 

9.35% debentures due in 2000 in annual 
installments of $6.5 million, beginning 
1986, with final payment of 
$9.0 million in 2000 

8.25% promissory notes due in 1988 with 
quarterly payments averaging 
$2.3 million, beginning 1982 52.0 52.0 

Variable interest notes due in 1982, 

(1978—10.8%; 1977-8.1% ) at 120% of 

prime with quarterly payments 

averaging $1.5 million 23.7 29.1 
Variable interest note due in 1983, 

(1978—9.0% ; 1977—6.75% ) at prime, 

with quarterly payments of $.3 million 


$132.5 $140.0 


100.0 100.0 


in 1978 increasing to $.8 million in 1980 13.5 13.5 
4% convertible subordinated debentures 
due in 1991 49 75 
4.5% subordinated debentures due 
in 1991 7.6 7.6 
Capital lease obligations 17.5 19.1 
Other (5.0% to 9.75% ) due 1979 to 2008 46.0 38.1 
397.7 406.9 
Less current maturities 22.7 19.9 
$375.0 $387.0 


The 9.35 percent debentures are redeemable at the option 
of IMC at prices ranging from 108.415 percent at June 30, 
1978, to 100 percent in 1995 and thereafter. 

The 4 percent convertible subordinated debentures require 
annual sinking fund payments of $1.9 million. As of June 30, 
1978, IMC held a total of $10.2 million principal amount of 
these debentures, which may be applied toward any sinking fund 
payment. The debentures are currently convertible into common 
stock at $37.98 per share and are redeemable at prices ranging 
from 102.40 percent in 1978 to 100 percent in 1986 and there- 
after. In 1978 and 1977, $2.7 million and $4.3 million principal 
amount were converted into 70,987 and 113,666 common 
shares, respectively. 

The 4.5 percent subordinated debentures may be ex- 
changed for cash at any time at the rate of $662 per $1,000 
principal amount of debentures. Annual sinking fund payments 
of $1 million are required from 1978 through 1990. At June 30, 
1978, a total of $3.3 million had been purchased and $7.5 mil- 
lion had been converted, all of which may be applied toward 
any sinking fund payments. 

Maturities of long-term debt, excluding capital lease obli- 
gations, for the next five years, assuming application of pur- 
chased 4 percent convertible debentures and purchased and 
converted 4.5 percent debentures to the earliest sinking fund pay- 
ments, are as follows (in millions of dollars): 1979-$21.1; 
1980-$24.7; 1981-$23.7; 1982-$23.7; 1983-$22.7. 
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Certain debt agreements require maintenance of $120 
million of consolidated working capital and restrict the payment 
of dividends and purchase, retirement, or redemption of capital 
stock. Consolidated retained earnings not restricted under these 
provisions amounted to $110 million at June 30, 1978. The 
decrease in retained earnings not restricted from the amount 
reported at the end of 1977 was the result of the merger of a 
wholly owned subsidiary, IMC Chemical Group, Inc., into IMC 
on June 30, 1978. As a result of that merger, IMC assumed the 
covenants of IMC Chemical Group, Inc. (formerly Commercial 
Solvents Corporation), relating to the 4.5 percent subordinated 
debentures issued by Commercial Solvents prior to its 1975 
merger with IMC. 

Future minimum lease payments under capital leases and 
the present value of those payments as of June 30, 1978, were 
as follows: 


Years ending June 30 


1979 $31 
1980 3 
1981 3.1 
1982 3.1 
1983 3.1 
Later years 10.6 
26.1 

Less amount representing interest 8.6 
Present value of minimum lease payments 175 
Less current portion 17 
$15.8 


Pension Plans 

Pension expense was $9.4 million for 1978 ($6.6 million 
for 1977), including amortization of unfunded prior service 
costs. The actuarially computed value of vested benefits at June 
30, 1978 (determined generally as of the preceding July 1), 
exceeded the total year-end market value of pension funds and 
balance sheet accruals for certain of the plans by $16.5 million. 
The unfunded prior service cost under the plans was about 
$36 million at June 30, 1978. 
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Segment Information (see Table | ) 
IMC’s worldwide operations are organized in five segments 
as follows: 


Business Segment Operations 


Production and sale of phosphate and potash for ani- 
mal feed ingredients and of Ralgro, a growth promot- 
ing implant for livestock. 

Production and sale of specialty chemicals, including 
nitroparaffins, carbon black, explosives, electrochem- 
icals. industrial and organic chemicals, and industrial 
minerals. 


Exploration, development, production, and sale of 
natural gas and oil; mining and sale of metallurgical 
coal; construction of facilities for production and sale 
of uranium oxide. 

Mining. processing, production and sale of phosphate 
rock, phosphate chemicals, potash, and ammonia for 
inorganic fertilizers; production and sale of mixed 
fertilizers. 


Purchase of petroleum coke and ferroalloys for re- 
sale; production and sale of ferroalloys, foundry prod- 
ucts and resins. 


Animal Products 


Chemicals _ 


Energy 


Fertilizers 


Industry 


Operations by Geographic Area (see Table 2) 

Information on IMC’s operations by geographic area for 
1978 and 1977 is shown in Table 2. Transfers of products be- 
tween geographic areas are at prices approximating those 
charged to unaffiliated customers. 

Net earnings of consolidated foreign subsidiaries amounted 
to $30.4 million in 1978 and $23.2 million in 1977. Net assets 
of such subsidiaries were $213.8 million at June 30, 1978 
($207.9 million at June 30, 1977), including retained earnings 
of $186.8 at June 30, 1978 ($186.2 million at June 30, 1977). 
A substantial portion of such retained earnings is considered to 
be permanently invested; accordingly, no income taxes have 
been provided for the repatriation of that portion of those 
earnings. 

Export sales from the United States to unaffiliated cus- 
tomers in other geographic areas for 1978 and 1977 were as 
follows: 


1978 1977 

Latin America $ 42.2 $ 30.7 
Europe 80.7 74.4 
Far East 90.1 62.2 
Other _ 21.5 122 
$234.5 $179.5 


Table 1 1978 
Sales to unaffiliated customers 
Intersegment sales 

Total 
Operating earnings 
Corporate income and 


expense, net 
Interest charges 


Earnings before income taxes 
Capital expenditures 
Depreciation and depletion 
Identifiable assets 
Corporate assets 

Total assets at June 30, 1978 


Animal Products 


Chemicals Energy Fertilizers Industry 
$102.1 $246.2 $37.0 $626.9 $352.2 
J 3.5 35.7 48.3 
E 1022 249.7 72.7 675.2 352.2 
22.4 178 19.0 164.5 33.4 
26.4 28.9 38.8 48.3 44.9 
a ee 12.4 51.7 5.0 
93.2 181.7 153.9 713.0 246.2 _ 


Eliminations 


$(87.6) 
(87.6) 
(2.4) 


(1.1) 


Consolidated 
$1,364.4 


1,364.4 
254.7 


(18.7) 
(37.1) 
198.9 


1,386.9 
75.0 
$1,461.9 


Intersegment sales are at prices approximating those charged to unaffiliated customers. Animal Products operating earnings included a $4 million 
gain from the sale of an old plant that was replaced. Energy operating earnings included a net gain of $5 million from the sale of certain gas and 
oil reserves and the write-off of other gas reserves. Chemicals operating earnings were reduced by charges aggregating $3.4 million relating to clos- 
ing of facilities and sale of certain operations. Corporate assets consist primarily of cash and marketable securities. 


Table 2 1978 
Sales to unaffiliated customers 
Transfers between geographic areas 
Total 
Operating earnings 
Corporate income and expense, net 
Interest charges 
Earnings before income taxes 
Identifiable assets 
Corporate assets 
Total assets at June 30. 1978 


1977 

Sales to unaffiliated customers 
Transfers between geographic areas 

Total 
Operating earnings 
Corporate income and expense, net 
Interest charges 
Earnings before income taxes 
Identifiable assets 
Corporate assets 

Total assets at June 30. 1977 


United States Canada Europe Other Eliminations Consolidated 
$1,119.7 $ 96.1 $128.8 $19.8 $1,364.4 
92.6 72.8 21 1.8 $(169.3) 

1,212.3 168.9 130.9 21.6 (169.3) 1,364.4 
196.4 __ 41.7 5.6 10.8 2 254.7 

E (18.7) 

(37.1) 

198.9 

1,117.0 152.9 93.0 26.8 (2.8) 1,386.9 

E 75.0 
$1,461.9 
United States Canada Europe Other Eliminations Consolidated 
$1,059.3 $ 79.4 $113.4 $28.1 $1,280.2 

73.4 TAS 7.9 11 $(166.5) 

3 1,132.7 156.9 121.3 35.8 (166.5) 1,280.2 
165.3 43.3 6.4 9.3 5 224.8 

(25.8) 

(34.9) 

164.1 

1,037.0 168.3 46.0 17.0 (3.4) 1,264.9 
103.7 

$1,368.6 


Foreign currency translation losses in 1978 and 1977, included in corporate expense, amounted to $.9 million and $4.0 million, respectively. 


Shareholders’ Equity 
Shareholders’ equity at June 30, 1978 and 1977, was as 
follows: 


1978 1977 
a ee ee 


4% cumulative preferred stock—$100 
par, redeemable at $110 per share; 
100,000 shares authorized and issued, 


including 1,670 treasury shares $ 10.0 $ 10.0 
Series preferred stock—$1 par; 
3,000,000 shares authorized, none 
issued 
Common stock—$5 par; 50,000,000 
shares authorized, 18,228,388 shares 
issued in 1978, 18,110,345 in 1977, 
including 295,797 treasury shares in 
1978 and 166,129 in 1977 91.1 90.5 
Capital in excess of par value 60.1 54.7 
Retained earnings 568.7 496.2 
729.9 651.4 
Less treasury shares at cost 8.9 2l 
$721.0 $649.3 


In October, 1977, IMC’s shareholders approved amend- 
ments to the Certificate of Incorporation to eliminate the 192,743 
authorized shares formerly designated as Series preferred stock, 
$100 par, to redesignate the Second Series preferred stock, $1 
par, as Series preferred stock, $1 par, and to make certain other 
related changes. In 1977, the 120,000 outstanding shares of 
Series preferred stock, $100 par, were converted into 361,010 
common shares. Dividends of $3.75 per share were paid in 1977 
on such preferred stock, and dividends of $4 per share were paid 
in 1978 and 1977 on the 4 percent preferred. 

Changes in common shares issued and capital in excess of 


par value in 1977 and 1978 were as follows: Capital in 

Common Shares Excess of 

Number Amount Par Value 

Balance, June 30, 1976 17,619,506 $88.1 $39.6 
Conversion of Series preferred, $100 par, 

and 4% debentures 474,676 2.3 13.9 

Stock options exercised and 
related tax effects 16,163 Jl 8 


Contribution of treasury shares 
to employee stock ownership plan 4 


Balance, June 30, 1977 18,110,345 90.5 
Conversion of 4% debentures 70,987 4 273 
Stock options exercised and 

related tax effects 47,056 2 1.2 
Treasury shares issued in connection 

with the purchase of coal properties 1.4 
Contribution of treasury shares 

to employee stock ownership plan 5 
Balance, June 30, 1978 18,228,388 $91.1 $60.1 


At June 30, 1978, common shares were reserved as 


follows: 

Conversion of 4% debentures 128,751 

Exercise of stock options 625,581 

Incentive compensation plans 42,412 
796,744 


Prior to 1977, IMC acquired 68,649 shares of its common 
stock at an aggregate cost of $1.0 million in connection with 
deferred compensation plans. Because IMC expects to pay the 
deferred compensation in cash, the shares were reclassified as 
treasury shares in 1977. During 1978, IMC acquired 221,102 
shares of its common stock for its treasury at an aggregate cost 
of $8.6 million. 

In 1978 and 1977, IMC contributed to its employee stock 
ownership plan 31,818 and 15,156 treasury shares to satisfy the 
accrued liability at the end of 1977 and 1976, respectively. The 
aggregate cost and aggregate market value of the shares con- 
tributed in 1978 were $.7 million and $1.2 million, respectively 
($.2 million and $.6 million in 1977). In 1978, 5,534 treasury 
shares were issued for stock options exercised (47,015 in 1977). 
Stock Plans 

Under a qualified stock option plan, which was adopted in 
1964 and expired in September, 1973, options have been 
granted to officers and key employees to purchase common 
stock at prices of not less than 100 percent of market price at 
date of grant. These options are exercisable over five years 
beginning one year after the date of grant. 

A non-qualified stock option plan adopted in 1973 pro- 
vides for granting options to purchase shares of common stock 
at prices of not less than 100 percent of market price at the date 
of grant. The plan was amended in October, 1977, to increase 
shares available for granting options from 400,000 to 700,000. 
These options are exercisable over 10 years beginning one year 
after the date of grant and are limited to 50 percent during the 
second year. A total of 601,641 shares were granted under this | 
plan through June 30, 1978. The 1977 plan amendment also 
provided for the granting of stock appreciation rights in conjunc- | 
tion with options granted. Upon exercise of a stock appreciation 
right, the holder is entitled to receive the excess of the fair mar- 
ket value of the shares for which the right is exercised over the 
option price under the related option. IMC may elect to pay 
such amounts in either cash, IMC common stock, or a combina- 
tion thereof. The stock appreciation right is exercisable only to 
the extent the related stock option is exercisable; and upon 
exercise of the right, the related stock option must be surren- 
dered and the related common shares are not available for future 


option grants. At June 30, 1978, a total of 82,000 stock appre- 
ciation rights, with a related stock option exercise price of $40 
per share, had been granted and none of the stock appreciation 
rights had been exercised. 

Information on options for 1978 and 1977 follows: 


Number of Shares Price Range 1978 1977 
Outstanding at beginning of year $11to$46 288,817 249,996 
Granted 39to 40 281,000 103,000 
Cancelled 14to 16 4 1,001 
Exercised llto 39 52,590 63,178 
Outstanding at end of year $14to$46 517,223 288,817 
At June 30 

Exercisable 184,723 181,984 

Reserved for future option grants 108,358 89,358 


Incentive compensation plans adopted in prior years pro- 
vide for awarding to officers and key employees common trea- 
sury shares, or cash equivalent, contingent upon achievement 
of specified earnings. Awards outstanding under two of the plans 
are vested and the major portion of the plans’ awards was paid 
in cash in July, 1977; the balance of the awards has been de- 
ferred, and under these deferrals a total of 33,212 common 
shares (or cash equivalent) will be issued or paid. In addition, a 
total of 9,200 common shares (or cash equivalent) may be 
issued under a third plan based on results of operations through 
June 30, 1978. 

Saskatchewan Matters 

In January, 1976, the Saskatchewan government enacted 
legislation authorizing the province to purchase or expropriate 
some or all of the potash-producing facilities in the province. 
Since October, 1976, the province has purchased the potash 
properties of four producers and a majority interest in another 
mine. As a result of these acquisitions, the province controls 
about 45 percent of the potash productive capacity in Saskatche- 
wan. Based upon press reports, management believes that the 
province plans no further acquisitions of potash companies in 
Saskatchewan and intends in the future to concentrate on 
expansion of properties it has acquired. 

The Saskatchewan government imposes a potash reserve 
tax and proration fee, the constitutional and contractual validity 
of which are being challenged in litigation brought by several 
Saskatchewan potash companies, including IMC. The Saskatch- 
ewan government has publicly announced that if the plaintiffs 
ultimately obtain judgments in these cases ordering repayment 


of amounts paid to the government, the government intends to 
enact legislation to impose retroactive taxes equal to the amount 
of taxes that may be refunded. The provincial government has 
also stated that its constitutional advisor has said it can enact 
such legislation. 

Antitrust Proceedings 

In May, 1977, IMC and other potash producers were found 
not guilty and were acquitted in criminal antitrust proceedings 
brought in 1976 by the United States government. In that case, 
the government had accused the defendants of allegedly con- 
spiring to restrict the amount of potash produced in the United 
States, to stabilize and raise the price of potash produced and 
sold in the United States, and to restrict exports and imports. 
Following the acquittal, on motion by the government, the court 
in June, 1977, dismissed a related civil action. 

Private treble damage actions were filed against IMC and 
certain other potash producers after the United States had 
brought its proceedings and were based on allegations substan- 
tially similar to those involved in the federal government actions. 
The plaintiffs in these actions sought judgment in an amount 
equal to three times an unspecified amount of damages the plain- 
tiffs allegedly incurred. All of these suits purported to represent 
broad classes of potash buyers. Answers denying the substantive 
allegations in each of these actions were filed. Following dis- 
missal of the federal government’s civil case, a settlement agree- 
ment was entered into in August, 1977, between the defendants 
in these private actions and plaintiffs representing a class con- 
sisting of direct purchasers of potash. Also in August, 1977, the 
USS. District Court in Chicago, following a U.S. Supreme Court 
decision which held that indirect purchasers are not entitled to 
recover damages, dismissed the suits brought on behalf of 
indirect purchasers. The settlement agreement was given final 
approval by the District Court in June, 1978. Under the terms of 
the settlement defendants have paid certain amounts into a fund 
administered by trustees; IMC’s share of these amounts was not 
material. After final distribution of this fund to plaintiffs, the 
Court is expected to enter a final order dismissing the litigation 
brought on behalf of direct purchasers. The settlement agree- 
ment provides that the defendants may terminate the settlement 
by no later than 10 days after the end of the current session of 
Congress on the happening of certain contingencies, the 
principal remaining one being the passage of federal legislation 
which would in effect reverse the decision of the U.S. Supreme 
Court referred to above and enable indirect purchasers to sue 
the defendants. Although Congress is presently considering such 
legislation, management, after consulting with counsel, believes 
that the possibility that the settlement agreement will be 
terminated is unlikely. 

Federal grand jury investigations of the phosphate and 
nitrogen industries ended during the first half of fiscal 1978, with 
no action having been taken against the industries by the grand 
juries. 


Commitments 

Major lease commitments covering mineral properties 
and rights provide for the greater of minimum royalties, 
rentals, or royalties based on production. Minimum annual 
payments for each of the next five years under these leases range 
from $3.1 million to $3.2 million. 

IMC leases railroad cars, office space, data processing 
equipment, and machinery and equipment. A significant portion 
of railroad car leases has been classified as capital leases; all 
other leases are considered to be operating leases. Rent expense 
in 1978 and 1977 related to operating leases was $14.2 million 
and $12.3 million, respectively (net of related mileage credits of 
$4.9 million and $3.0 million in 1978 and 1977, respectively). 
Minimum rent commitments at June 30, 1978, under operating 
leases with a remaining noncancellable period exceeding one 
year are set forth below. Rentals have not been reduced for 
potential mileage credits. 

Years ending June 30 


1979 $10.2 
1980 8.8 
1981 59 
1982 3.8 
1983 23 
Later years 12.0 

$43.0 


IMC is committed under a service agreement with Potash 
Corporation of Saskatchewan (PCS), a Saskatchewan Crown 
Corporation, to produce annually, from mineral reserves sold in 
1971 to a subsidiary of AMAX, Inc. (AMAX), and acquired 
by PCS in January, 1978, specified quantities of potash for a 
fixed fee. The initial term of the agreement, which expires in 
1981, is renewable at the option of PCS for nine additional five- 
year periods. The specified quantities of potash to be produced 
for PCS may, at PCS’s option, amount to a maximum of about 
1 million tons annually. During 1978, production of potash for 
AM AX and PCS amounted to about 1 million tons. 


A customer of New Wales Chemicals, Inc., an IMC sub- 
sidiary, has an option, exercisable in 1980, to purchase a 19.8 
percent interest in that company, subject to amendment of the 
loan agreement and related instruments, if required. 

The majority of IMC’s phosphate rock production sold 
domestically is sold at specified prices under long-term contracts, 
which generally provide for price escalations based on certain 
cost increases. 

Replacement Cost Information (Unaudited) 

In accordance with rules of the Securities and Exchange 
Commission, IMC will include in its 1978 Annual Report on 
Form 10-K certain quantitative and other data on the estimated 
replacement cost of productive capacity and inventories at June 
30, 1978 and 1977, as well as cost of goods sold and deprecia- 
tion expense based on estimated replacement costs during 1978 
and 1977. As aconsequence of inflationary pressures, the esti- 
mated replacement cost of productive capacity is significantly 
greater than historical cost. Those and other cost increases 
result in theoretical increases over historical costs in deprecia- 
tion expense, cost of goods sold, and inventories. As indicated 
elsewhere, a copy of that report is available on request. 

Quarterly Earnings Information (Unaudited) 


Quarter First Second Third Fourth 
Fiscal 1978 
Net sales $311.0 $313.6 $343.4 $396.4 
Gross margins 76.6 80.6 75.8 89.3 
Earnings before income taxes 51.8 46.7 47.1 53.3 
Net earnings 30.8 27.8 29.8 31.7 
Earnings per share $ 1.70 $ 1.53 $ V6O:RS 75 
Fiscal 1977 
Net sales $280.1 $301.2 $331.7 $367.2 
Gross margins 65.0 73.6 753 TST. 
Earnings before income taxes 39.1 44.7 43.6 36.7 
Net earnings 24.6 27.9 21:2 28.5 
Earnings per share $1.38 $1.59 $1.52 $ 1.60 


Income tax provisions in 1977’s fourth quarter were lower 
than 1977’s third quarter due to lower pre-tax earnings and a 
change in the estimate of U.S. foreign tax credits. First quarter 
net earnings in 1978 were increased by a $2 million gain from 
the sale of an old plant that was replaced. Third quarter net 
earnings in 1978 included an aggregate gain of $2.7 million 
from the sale of IMC’s investment in Chemical Leaman Corpo- 
ration and from the recognition of income that had been 
deferred from the sale of potash properties several years ago. 
As described earlier under “Property, Plant, and Equipment,” 
1978’s fourth quarter net earnings included the net gain from the 
sale and write-off of certain gas and oil properties of $4.8 mil- 
lion (26 cents per share); that net gain, however, was nearly 
offset by other fourth quarter losses relating principally to 
shutdowns and closings. 


Responsibility for Financial Reporting 


To the Shareholders of IMC 


We have prepared the financial statements and related 
notes appearing on pages 25 through 34. These statements were 
developed using generally accepted accounting principles which 
we considered appropriate in the circumstances. They include 
amounts based on our best estimates and judgments. Financial 
data appearing elsewhere in this Annual Report are consistent 
with these accounting principles. 

To meet management’s responsibility for financial report- 
ing, internal control systems and procedures are designed 
to provide reasonable assurance as to the reliability of the 
financial records. In addition, the Company maintains a 
program for communicating corporate policy throughout the 
organization. As a further safeguard, an internal audit staff 
monitors compliance with these policies and internal control 
systems and procedures. 

These financial statements have been examined by Arthur 
Young & Company. To express their opinion as to the fairness 
of the statements in conformity with generally accepted account- 
ing principles, they review and evaluate IMC’s accounting 
controls and conduct such tests and other procedures as they 
deem necessary. The Audit Committee of the Board of Directors 
regularly meets with the independent accountants and manage- 
ment—both jointly and separately—to review accounting, 
auditing, and financial reporting matters. 


O. T. Stutsman 
Vice President, Finance 


J. F. Sonderegger 
Vice President and Controller 


Eg mP a SSS came 


Report of Independent Accountants 


To the Shareholders and Directors of 
International Minerals & Chemical Corporation 


We have examined the accompanying consolidated balance 
sheets of International Minerals & Chemical Corporation at 
June 30, 1978 and 1977, and the related consolidated state- 
ments of earnings, retained earnings and changes in financial 
position for the years then ended. Our examinations were made 
in accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances. 

In our report dated August 2, 1977 (August 17, 1977, as 
to Antitrust Proceedings), our opinion on the 1977 consolidated 
financial statements was qualified as being subject to the effects 
of such adjustments, if any, as might have been required had the 
outcome of litigation alleging violations of antitrust laws been 
known. As explained under Antitrust Proceedings in Notes to 
Consolidated Financial Statements, in June, 1978 the court 
approved a settlement of this litigation, which involved no 
material cost to the Company, and management believes the 
possibility that the settlement agreement will be terminated is 
unlikely. Accordingly, our present opinion on the 1977 con- 
solidated financial statements, as presented herein, does not 
include the qualification. 

In our opinion, the statements mentioned above present 
fairly the consolidated financial position of International 
Minerals & Chemical Corporation at June 30, 1978 and 1977, 
and the consolidated results of operations and changes in finan- 
cial position for the years then ended, in conformity with gener- 
ally accepted accounting principles applied on a consistent 
basis during the period. 


Arthur Young & Company 
One IBM Plaza 
Chicago, Illinois 60611 


August 4, 1978 


Board of Directors 


IMC’s 16-member Board of Direc- 
tors met 11 times in fiscal 1978, once 
each month with the exception of July. 
Attendance averaged 14 members 
per meeting. 

The Board represents the share- 
holders’ interest in IMC—economic, 
legal, moral, and social, both short 
term and long term. The approaches 
to these responsibilities are necessarily 
varied, but thoughtful appraisal of the 
actions and judgments of the corporate 
officers is most crucial. 

Insights come from reviews of oper- 
ations, requests for capital expendi- 
tures, suggested divestitures, personnel 
appraisals, and long-term planning 
approaches. 


Four Directors’ committees assist 
the Board in the discharge of its re- 
sponsibilities. These committees are: 
o An Audit Committee, consisting of 
five non-employee Directors. This 
committee reviews with the indepen- 
dent accountants engaged by the Cor- 
poration (Arthur Young & Company), 
senior management, and the internal 
auditing staff, the scope of the annual 
audit, the results of the audit, and the 
internal accounting and control 
systems of the Corporation. The com- 
mittee also recommends to the Board 
the selection of independent account- 
ants to be retained for the ensuing year 
(subject to shareholder approval) and 
reviews the independent accountants’ 
fees and services to the Corporation. 
The independent accountants have 
full access to the Audit Committee, 
with or without the presence of man- 
agement representatives. In perform- 
ing its functions, the committee met 
twice during the year. 
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o A Compensation and Stock Option 
Committee, consisting of five non- 
employee Directors. This committee 
administers the Corporation’s stock 
option plan and various other manage- 
ment incentive programs, approves or 
refers to the Board for approval 
changes in executive compensation 
and compensation structures, and 
reviews and makes recommendations 
to the Board with respect to all com- 
pensation and employee benefit 
programs of the Corporation. In 
performing its functions, the committee 
met three times during the year with 
non-employee consultants as well as 
with senior management and corporate 
staff. 

A Nominating and Proxy Commit- 
tee, consisting of two non-employee 
Directors and the Corporation’s Chief 
Executive Officer. This committee 
reviews the qualifications of possible 
candidates for election to the Board of 
Directors. This committee also votes 
the shares given it by proxy from those 
shareholders unable to attend IMC 
Annual Meetings. 

o An Executive Committee, consist- 
ing of four non-employee Directors 
and the Chief Executive Officer. This 
committee advises and counsels the 
Chief Executive Officer on specific 
subjects, with particular emphasis on 
organization planning. 


With the exception of the Executive 
Committee, the above committees 
were all created in 1960. The Execu- 
tive Committee was created in 1975. 


Directors 
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Combined Annual Report and Form 10-K 


This year’s Annual Report to Share- 
holders includes the Form 10-K Annual 
Report which is filed each year with the 
Securities and Exchange Commission. 
The combined document gives IMC 
shareholders and other interested per- 
sons more detailed information about 
the Company. 


Annual Meeting 


Shareholders are cordially invited to 
attend the 70th Annual Meeting on 
Wednesday, October 17, 1979, at cor- 
porate headquarters, 2315 Sanders 
Road, Northbrook, illinois. The meeting 
will begin at 10 o’clock in the morning, 
Central Daylight Time. 

Additional details are in the forma! 
notice of the meeting, which, along 
with a proxy statement and proxy card, 
accompanies this Annual Report. 


1979 Annual Report International Minerals & Chemical Corporation 


1979 Highlights 


(Dollars in millions except per share amounts) Years ended June 30 1979 1978 
Net sales $1,474.7 $1,364.4 
Net earnings 120.8 120.1 
Shareholders’ equity 790.2 721.0 
Return on shareholders’ equity* 15.3% 16.7% 
Return on invested capital* 12.2% 12.7% 
Earnings per share $ 6.72 $ 6.61 
Common dividends paid per share 2.80 2.60 
Book value per share 43.62 39.66 


* Return on shareholders’ equity is based on net earnings divided by 
year-end shareholders’ equity. Return on invested capital is based on 
net earnings plus after-tax interest divided by year-end shareholders’ 
equity and long-term debt. 
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To Our Shareholders: 


The forecast for the year was $6.61, 
plus or minus 5 percent, and we 
delivered $6.72, a modest plus. The 
$6.61 was, of course, what we 
earned the prior year. Return on 
shareholders’ equity and return on 
invested capital held close to recent 
high levels: 15.3 percent and 12.2 
percent, respectively. 

With a good year seemingly 
assured and seeing strong long-term 
trends in the fertilizer business, 
IMC’s directors increased the quar- 
terly dividend by 15 percent to 75 
cents per share effective on March 
30, a $3.00 annual rate. 

Phosphate rock led the way in 
fiscal 1978. Potash, phosphate 
chemicals, and animal products led 
the way in fiscal 1979. We also had 
reasons to be pleased by good results 
in some parts of our chemical, 
energy, and industrial businesses. 

There were increases in shipments 
to many markets, but we note par- 
ticularly overseas exports of potash, 
phosphate chemicals, and animal 
products. Equally important, gains 
in productivity at our large plants 
and mines enabled us to offset some 
of the impact of inflation. 

Speaking of inflation past, present, 
and future, it has to be recognized 
that the earnings we report are based 
on the historical cost of our facilities. 
In important parts of the business, 
costs charged to operations are sub- 


stantially less than would accrue if 
our investment in our mineral 
reserves, plants, and mines were 
stated at current prices. 

While there are many ways to 
calculate the impact of inflation on 
a corporation’s financial results, it 
seems clear that our real return on 
capital invested is more nearly 4 per- 
cent to 5 percent than the 12 percent 
so proudly noted in the opening 
paragraph. Speaking specifically to 
the major problem, the construction 
costs of major integrated fertilizer 
plants have escalated almost four 
times in the last six or eight years. It 
follows that, at present prices for 
fertilizer products, new facilities 
cannot produce a satisfactory return 
on investment. 

Obviously, new plants will be 
built because the need is becoming 
increasingly apparent, but the plan- 
ning has to assume substantially 
higher prices, lower taxes, or a 
dramatic reduction in the inflation 
rate fairly soon. 

As a leader in the fertilizer busi- 
ness, domestic and foreign, we have 
a responsibility to see that markets 
are supplied, and we are trying to 
cope with the uncertainties outlined 
above. Expansions in several areas 
are being studied, and at least one 
major new project will go into con- 
struction later this fiscal year. For- 
tunately, we have a strong balance 


George D. Kennedy, President 
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sheet and sufficient cash flow to 
support new programs. 

Markets for fertilizer materials, 
with the exception of ammonia, are 
good and getting better. There 
remains a frightening shortage of 
food in the world, and the demand 
to eat better is now clear in areas 
where mere subsistence is no longer 
a problem. 

The foregoing paragraphs have 
focused on fertilizers. The same 
could be said for animal products, 
with the exception that high-cost 
plants are less of a problem. 

Apart from oil and gas, which 
accomplished all that was expected 
of it, fiscal 1979 was a difficult year 
for our energy business. The coal 
business lost money: rail strike, bad 
weather, and then untenably low 
prices. Our phosphate-derived ura- 
nium business will be starting up 
this fall. The capital costs are 
running higher than anticipated, 
but we are projecting somewhat 
higher volumes. 

Our chemical business reported 
an improvement in earnings, but the 
return on the capital invested con- 
tinued at a low level. In electro- 
chemicals, energy costs increased 
13 percent, thus compounding the 
problems in an already troubled situ- 
ation. On the plus side, this business 
developed three promising invest- 
ment opportunities—a joint venture 


for the production of methanol, the 
expansion of a profitable line of 
specialty chemicals, and an increase 
in nepheline syenite production 
capacity in Canada. 

Profits from our industrial busi- 
ness declined about 10 percent in 
1979. Ferroalloys and foundry prod- 
ucts were strong, but carbon prod- 
ucts were again hurt by low margins 
in domestic markets. Nevertheless, 
this business, the second highest con- 
tributor to corporate operating 
profit, produced a highly creditable 
return on the capital invested. 

Before turning to more general 
matters, it is noted that the energy 
required, in all forms, to produce our 
products cost $146 million in 1979. 
This amount is about $23 million 
more than last year, and further 
price increases are certain. At the 
moment, conservation is our only 
recourse; and we have recently com- 
pleted projects and have projects on 
the drawing boards which will save 
about $7 million. 

In reading annual reports, we 
notice that many chief executives are 
saying that government regulation is 
adding unreasonably to costs and 
thus to prices and inflation. Given 
the nature of our business, we are as 
regulated as the most regulated, or 
maybe it just seems that way. We 
have made no effort to divide the 
cost between the socially necessary 


Richard A. Lenon, Chairman and Chief 
Executive Officer 


and desirable and the excesses initi- 
ated by bureaucracies, or special 
interest groups. However, our burden 
of the unnecessary certainly ranks 
with the highest, and this we regret. 

Turning to more constructive mat- 
ters, we have a section in this report 
captioned “Taking the Measure” in 
which we have tried to record 
IMC’s contribution to society, 
with a minimum of self-serving 
editorial comment. 

Following our usual practice, 
IMC will issue an estimate of profits 
for fiscal 1980 at the Annual Share- 
holders’ Meeting on October 17. 
Based on the very high demand for 
all phosphate and potash products, 

a continuing high demand for animal 
products, and reasonable immunity 
to a modest downturn in the econ- 
omy, we anticipate that we will be 
forecasting a profit gain in the 10 
percent range. 

On behalf of the directors, I would 
like to thank all employees. It takes 
a united effort to cope successfully 
with the complexities of our times. 
IMC people are doing worthwhile 
work and they are doing it very well. 


Sincerely, 


ie 


R. A. Lenon, Chairman 
Northbrook, Illinois 
August 15, 1979 


—_ 


(See pages 19 through 26 fora 
description of this business and its 
products, and for additional sales 
and earnings information. ) 

Operating earnings for the Fer- 
tilizer Group totalled $185.4 mil- 
lion in 1979 on sales of $741.3 
million, compared with $164.5 
million in 1978 on sales of $675.2 
million. On an after-tax basis, the 
return on invested capital was 14.9 
percent in 1979 and 14.6 percent 
in 1978. 

Included in 1979 operating earn- 
ings are non-recurring items: a gain 
of $24.1 million on the sale of 
mineral properties and losses of 
$14.9 million on the write-down of 
an ammonia plant and other facili- 
ties. On an after-tax basis, the gain 
and losses almost totally offset 
each other. 

The Group set two all-time high 
annual production records during 
the year—3.9 million tons of Sas- 
katchewan potash, including about 
800,000 tons mined for another 
company, and 983,000 tons of 
phosphate chemicals (PO; equiva- 
lent). Ammonia output reached a 
record 505,000 tons for one plant. 
The Company’s second ammonia 


Fertilizer Group: Key Managers 


Sidney T. Keel, Chairman 

Judson H. Drewry, President 

Billie B. Turner, Executive Vice President, 
Operations 

Frederick J. Blesi, Vice President, 
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Harry L. Carroll, Vice President, Florida 
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Robert C. Brauneker, Vice President, 
Financial Management 
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Allen P. Blackmore, General Manager, 
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Colin A. Campbell, Vice President and 
General Manager, Florida Minerals 

Thomas L. Craig, Vice President and 
General Manager, Florida Chemicals 

Dee L. Dibble, Vice President, Technical 
Development and Administration 

Robert W. Hougland, Vice President and 

General Manager, Carlshad 
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a different scale than on the charts in the following pages. 
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Joe Ben Jackson, Vice President and General 
Manager, IMC Development Corporation 

John A. Nightingale, Vice President and 
General Manager, Esterhazy 

James M. Shipp, Jr., Vice President and 
General Manager, Sterlington 

Marketing 

Erik C. Ekedahl, Vice President, Asia/ 
Pacific Sales 

John Keller, Vice President, Sulphur Sales 

Richard R. Roch, Vice President, Physical 
Distribution 

Jean-Luc Sauvage, Vice President, IMC 
Europe 

James D. Speir, Vice President and General 
Manager, Rainbow 

Luis J. Vergne, Vice President, Overseas Sales 

Christopher C. Williams, Vice President, 
Domestic Materials Sales 


14.6% 14.9% 


plant remained closed. 

Phosphate rock production was 
12.8 million tons, compared with 
13.2 million tons in 1978. A 
monthly production record was set 
in March—1.3 million tons, 20 per- 
cent above nominal capacity. 

The Group produced 769,000 
tons of New Mexico specialty pot- 
ash during the year, compared with 
704,000 tons in 1978. 

In mixed fertilizer goods, produc- 
tion of premium products was 
500,000 tons, a 12 percent increase 
over 1978. Total mixed goods ship- 
ments stood at 800,000 tons, up 
9 percent from 1978. 

Confronted with chronic rail car 
shortages during the year, IMC 
leased 600 new cars. This addition 
boosted the Company’s fleet to more 
than 4,900 owned and leased cars. 

Energy costs were up 14 percent 
for the year, amounting to 18 per- 
cent of the cost of goods sold. 

With energy costs still on the rise, 
the Group has completed two 
energy-saving projects and is plan- 
ning a third. 

O Completed at the Florida phos- 
phate chemicals plant is installation 
of a new process that eliminates the 
need to dry phosphate rock before 
grinding it. The installed cost was 


The photographs of directors and officers in 
this report were taken at IMC’s new corporate 
headquarters at Northbrook, Illinois. 


$11 million; at current prices, the 
savings in fuel oil will be about $3 
million a year. 

o Completed at the Louisiana am- 
monia operations is a cryogenic 
hydrogen recovery unit. The unit 
cost $6 million; savings in fuel oil 
equivalent will be $1.7 million 

a year. 

Oo On the drawing boards at the 
New Mexico potash mine is a solar 
evaporation project which would 
eliminate the need for fuel oil to dry 
potash after production. The project 
would cost an estimated $10 million; 
savings in fuel oil equivalent would 
be about $2 million a year. 

These three projects should result 
in a net overall reduction in fuel use 
equivalent to 400,000 barrels of oil 
annually. 

The cost of protecting the envi- 
ronment continues to be high for the 
Fertilizer Group—$34 million in 
operating and capital expenditures 
in 1979, 

In safety, the Group improved an 
already superior performance. The 
year ended with a frequency rate of 
3.2 lost-time accidents per million 
man-hours worked. The rate in 1978 
was 3.8. The National Safety Coun- 
cil has reported a national frequency 
rate of 21.4 for the nonmetallic 
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From left, Director John H. Coleman, Senior 
Vice President Judson H. Drewry, and Director 
James W. Glanville 
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mining industry and 7.8 for the agri- 
cultural chemicals industry. 

Both short- and long-term, the 
signs point to growing markets for 
fertilizer materials in all forms. 
Demand could exceed supply for 
some products, most notably phos- 
phate chemicals and potash. 

Consequently, the Group cur- 
rently intends to expand phosphate 
chemicals production and rock min- 
ing capacity. (See page 22 for more 
details. ) 

In potash, the outlook seems 
favorable for a resolution of long- 
standing differences with the gov- 
ernment of Saskatchewan. With 
reasonable solutions, the Company 
would be in a position to consider 
construction of a third potash mine 
and refinery in the province. 


Armali Products 

(See pages 26 and 27 for a 
description of this business and its 
products, and for additional sales 
and earnings information.) 

Operating earnings for the Ani- 
mal Products Group totalled $25.9 
million in 1979 on sales of $133.0 
million, compared with $22.4 mil- 
lion in 1978 on sales of $102.2 
million. On an after-tax basis, the 
return on invested capital was 14.4 


percent in 1979 and 19.0 percent 
in 1978. 

The 16 percent increase in 
operating earnings was primarily 
attributable to the first full year’s 
operation of a second new Florida 
phosphate feed ingredients plant and 
to continued increases in the sales 
of the Ralgro brand of animal 
implants. 

The new feed ingredients plant 
put the Group back into the produc- 
tion of defluorinated phosphates 
after an absence of 11 years. The 
plant reached nominal capacity in 
about four months, with the market 
absorbing the year’s full output. 

Sales of Ralgro were particularly 
strong in offshore markets, where its 
use is not yet as widespread as in the 
domestic marketplace. Total Ralgro 
shipments increased by 30 percent 
in 1979. The rate of increase will, 
of course, decline, but substantial 
gains in unit sales are expected. 

Across-the-board escalations in 
costs, with higher prices for energy 
and raw materials—especially energy 
—cut into the profits coming from 
gains in sales. 

The Group’s 1979 safety record 
was the best in the Company’s five 
operating businesses, with a lost- 
time accident frequency rate of only 


From left, Senior Vice President Marvin B. 
Gillis and Directors Herve M. Pinet and 
Morton Moskin 
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ns) niai Products 3.0 per million man-hours. The 
largest work force is at Terre Haute, 
which has always maintained a good 
safety record—a 3.5 lost-time acci- 
dent rate in 1979. 

Capital expenditures to protect 
the environment totalled $1.2 million 
in 1979, down from 1978’s $2.2 mil- 
lion and 1977’s $3.9 million. The 
higher expenditures in those two 
years were occasioned by environ- 
mental protection incorporated in 
the construction of the now- 
completed Florida phosphate 
feed plants. 

Overall, the Animal Products 
Group represents a high-growth 
business, fueled by increasing world 
demand for meat products. Strate- 
gies for the future center on the 
development of new and improved 
biologically active products. The 
thrust of new product development 
will be in research, primarily at 
IMC’s own laboratories, and also 
under contracts with universities. 
The Group will be looking for joint 
development opportunities, particu- 
larly in Europe. And consideration 
will have to be given to phosphate 
feed ingredients demand, now at 
levels which suggest a need to 
expand the two all-but-new Florida 
plants. 
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Animal Products Group: Key Managers 


Marvin B. Gillis, President 

Herbert T. Peeler, Executive Vice President 

Graham W. McMillan, Vice President, 
Biochemicals Operations 

Scott S. Chandler, Vice President and 
General Manager, Veterinary Products 

Colin K. MacDougall, Vice President, 
Animal Health and Nutrition 

Walter I. Swanson, Director, Financial 
Management 
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(See pages 27 through 29 for a 
description of this business and its 
products, and for additional sales 
and earnings information. ) 

Operating earnings for the Energy 
Group totalled $7.6 million in 1979 
on sales of $76.8 million, compared 
with $19.0 million in 1978 on sales 
of $72.7 million. On an after-tax 
basis, the return on invested capital 
was 1.6 percent in 1979 and 6.6 
percent in 1978. Invested capital for 
1979 includes $45 million for 
uranium construction in progress. 

The 60 percent decline in operat- 
ing earnings was primarily attrib- 
utable to planned higher gas and oil 
exploration expenses, to poor results 
in the coal business, and to a 1978 
net gain from the disposal of some 
gas and oil properties. 

Natural gas discoveries, acquisi- 
tions, and revisions of reserve esti- 
mates approximated the 14 billion 
cubic feet produced during the year, 
with net reserves at year’s end stand- 
ing at 134 billion cubic feet. In addi- 
tion, the Group bought 15 billion 
cubic feet for resale. Internal use 
declined by 70 percent because of 
the closing of one of IMC’s two 
ammonia plants late in 1978. The 


Energy Group: Key Managers 


Gene E. Roark, Vice President and General 
Manager, Gas and Oil; President, IMC 
Exploration Company 

Donald T. Johnson, Chairman, IMC Coal 
Development Corporation 

Charles E. Childers, President, IMC Coal 
Development Corporation 

C. Richard Austin, Vice President, 
Financial Management 

Harold W. Hoffman, Vice President, 
Uranium Sales 

Robert B. Kayser, Vice President, 
Uranium Business Development 


From left, Director John T. Ryan, Jr.; 
Executive Vice President George B. Howell, 
and Director Robert W. Purcell 


Group sold 23 billion cubic feet at 
favorable prices on contract to 
utility and pipeline customers. 

The turn for coal is not yet in 
sight. A harsh winter and prolonged 
rail strike are now in the past, but 
low prices and oversupply continue. 

Earnings from uranium oxide will 
start this fall with the completion of 
the Group’s refinery and first pri- 
mary production plant. Construc- 
tion of these and two more primary 
plants has proceeded on schedule, 
with a total capacity of two million 
pounds a year planned to be on 
stream by 1981. Total costs of these 
projects will be $150 million, some 
25 percent over the estimates an- 
nounced earlier. With long-term 
contracts in hand for the product, 
the profit potential continues to be 
favorable. 

The Group improved its safety 
record sharply during the year, 
dropping from a lost-time accident 
rate of 43 per million man-hours in 
1978 to 16 per million man-hours 
in 1979. These results compare 
favorably with those of others in the 
same kinds of businesses, but the 
rate is still too high. Most of the 
accidents are occurring in those coal 
mines which are contract-operated. 

Expenditures to protect the envi- 
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ronment were about $820,000 in 
1979 and will run to about $1.2 
million in 1980, mostly for air 
emission controls at the uranium 
oxide projects. 

In coal, when the time is right, the 
ultimate step is acquisition of addi- 
tional reserves to support production 
of 4 to 5 million tons a year. 

Oil and gas exploration and 
acquisition activities will continue 
to focus on assurance of a long-term 
source of gas for the Company’s 
ammonia production; success to 
date has also opened up sales to 
commercial gas and oil markets. 

For uranium, additional market- 
ing is possible through acquisition of 
rights to additional phosphoric acid 
streams, but any expansion in this 
direction would have to be supported 
by long-term sales contracts com- 
pleted prior to the commitment of 
capital for building the necessary 
additional new facilities. 
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(See pages 30 and 31 fora 
description of this business and its 
products, and for additional sales 
and earnings information.) 

Operating earnings for the Chem- 
ical Group totalled $23.0 million in 
1979 on sales of $210.2 million, 


compared with $17.8 million in (millions) 
1978 onsales of $249.7 million. On 
an after-tax basis, the return on 
invested capital was 7.4 percent in 
1979 and 4.6 percent in 1978. s50 
The Group marketed a record 
70,000 tons of caustic potash during 
the year, and set production records 
for thermal carbon black (40 mil- 
lion pounds), nepheline syenite 
(257,000 tons), and mineral adsor- 40 
bents (55,000 tons). Results were 
also helped by the disposal of prop- 
erties, the consolidation of Group 
management at a new headquarters 
in Des Plaines, Illinois, and withdraw- 
als from marginal resale businesses. 
On the negative side, a new 
40,000-ton-a-year sodium chlorate 
plant operated at a rate significantly 
pele apadi 1979 Operating 
In sodium chlorate production, Earnings $23.0 
and generally throughout the y 
Group’s operations, market prices 
did not recover substantial increases 
in energy costs. It is expected that 
energy costs will be an even greater 
problem in 1980. 
Overall, the Group’s energy costs 
were up 33 percent in 1979, mostly 
for electricity (84 percent of needs) 
and fuel oil (9 percent of needs). 
The costs of protecting the envi- 
ronment have also been high. The 0 
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4.6% 7.4% Return on Invested Capital 
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Chemical Group: Key Managers 


Roger E. Secrist, President 

O. Wayne Chandler, Vice President and 
General Manager, Nitroparaffins 

Glen R. Hamrick, Vice President and 
General Manager, Carbon Black 

Lyle A. Holmes, Vice President and General 
Manager, Industrial Minerals 

Harold H. Krider, Jr., Vice President, 
Financial Management 

Herman Reerink, Vice President and General 
Manager, NYMA, B.V. 

James J. Roveda, Vice President and General 
Manager, Industrial Chemicals 

Paul E. Sullivan, Vice President and General 
Manager, Explosives 

James A. Wylie, Vice President and General 
Manager, Electrochemicals 


figure for 1979 was $6 million; in 
1980 it is expected to be $11 million. 
Future capital expenditures in this 
area should be modest. 

On the job, the Group continued 
to improve safety records, with its 
lost-time accident rate down 2 per- 
cent from 1978 and 57 percent 
from 1977. 

Capital expenditures in 1980 are 
planned at $64 million, of which 
$45 million will be for projects 
which are expected to result in a 
substantial increase in operating 
earnings beyond 1980. The major 
expenditures will be for initial 
investment in and an expansion of a 
joint-venture methanol plant ($33 
million), the construction of a new 
formaldehyde plant ($6 million), 
and increased nepheline syenite pro- 
duction capacity ($3 million). 

For 1980, a moderate decrease in 
operating earnings is anticipated, 
principally attributable to rapid 
increases in energy costs and the 
continuing pressures of inflation. 
Particular concern will be to im- 
prove returns in nitroparaffins and 
electrochemicals. 


I ndustry 
(See pages 31 through 33 for a 
description of this business and its 
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products, and for additional sales 
and earnings information.) 

Operating earnings for the Indus- 
try Group totalled $30.5 million in 
1979 on sales of $392.1 million, 
compared with $33.4 million in 
1978 on sales of $352.2 million. On 
an after-tax basis, the return on 
invested capital was 10.0 percent in 
1979 and 10.3 percent in 1978. 

Petroleum coke, after three flat 
years, snapped back with record 
shipments to the steel industry— 
tonnages were up 17 percent. Other 
record shipments: Oliflux brand slag 
conditioner up 81 percent, bentonite 
up 11 percent, premixed sand addi- 
tives up 12 percent, and olivine 
up 12 percent. 

On the minus side, chrome ore 
and foundry resins and oils met stiff 
competition at lower prices. Chrome 
ore profitability fell 35 percent. 

Ferrosilicon shipments increased 
11 percent from 1978, but prices 
were unrealistically low in the first 
half. Electricity costs to operate the 
production furnaces were up 20 per- 
cent for the year, from $9.3 million 
in 1978 to $11.2 million in 1979. 

Total energy costs for the Group 
were up 23 percent, amounting to 
7 percent of the cost of the goods sold. 

The Group has improved its 


From left, Director Henry W. Meers and 
Vice President Roger E. Secrist 


From left, Directors Dale R. Corson and 
Vernon F. Taylor, Jr., and Vice President 
Donald E. Phillips 


safety record by an average of 42 mmons MAUS 
percent per year over the last four 
years, moving from a lost-time acci- 
dent rate of 39 percent in 1976 to 4 
percent in 1979. 

Several expansion projects ac- 
counted for $8.5 million in capital 
expenditures during the year. Of this 
amount, almost $1 million was for 
environmental protection. The 
major projects were a 33 percent 
increase in bentonite capacity at 
Colony, Wyoming, and a 50 percent 
increase in olivine capacity at Burns- 
ville, North Carolina. 

The Group and its people have 
built a sound base which even in 
difficult times has returned 10 per- 
cent on invested capital; the focus 
for the future is to explore expansion 
opportunities which would further 
strengthen the overall base and 
broaden the product line. 
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Industry Group: Key Managers 


Donald E. Phillips, President 

Anton F. Kuzdas, Executive Vice President 

John L. Dentzer, Vice President, 
Financial Management 

Nugent Comyn, Managing Director, 
Lavino S.A. 

Donald H. Freas, Vice President and General 
Manager, Foundry Products 

Eric Lomnitz, Chairman, Continental Ore 
Europe Ltd. 

John T. Lumis, Vice President and General 
Manager, Carbon Products 

I. David Paley, Vice President and General 
Manager, Ferroalloys and Metals 

Henry Siegmann, President, Minera 
Continental S.A. 


Taking the Measure 


For the most part this Annual Report 
takes a measure of IMC in terms of 
financial performance—goods pro- 
duced, goods sold, money earned. Buta 
company can be measured in other ways. 
One of these alternative measurements 
is an evaluation of the impact a company 
has on society, an impact made simply 
because the company exists—produces and 
sells—operates plants—employs people. 

This impact is both direct and in- 
direct, and it can be assessed in dollars 
and cents as well as in the usefulness of 
the company’s products. 

The following discussion constitutes 
such an assessment of IMC for fiscal 
1979. Any company could make this 
kind of an evaluation. IMC has made it 
not from any conviction that our social 
contributions are unique, but rather 
because we believe sharcholders will be 
interested in the specific magnitudes. 

Except for taxes, the expenditures 
below do not include the costs of things 
IMC does for the protection of the en- 
vironment and for public and employee 
safety. Numbers elsewhere in this 
Annual Report list some of the amounts 
spent for such purposes, and, as always, 
the expenditures are a blend of com- 
pliance with the law and the Company’s 
appraisal of its responsibilities to the 
public generally. 

People: Direct Employment 

In 1979 IMC provided jobs for 
10,300 people, primarily in the United 
States and Canada. Payrolls amounted 
to $154 million; employee benefit pro- 


grams totalled an additional $58 million. 
Although benefits are commonly re- 
ferred to as “fringes,” these social 
expenses equalled 38 percent of the 
direct payroll last year. 

The following two charts show IMC’s 
1979 payroll and benefit expenses. 
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People: Indirect Employment 

IMC buys materials and services 
needed to make the goods it produces. 
The Company also hires outside con- 


tractors for new construction and related 
services. In 1979, IMC spent $1.1 billion 
in these areas; statistically, these expen- 
ditures may be presumed to have pro- 
vided jobs for about 20,000 persons with 
total payrolls of $300 million. 

The breakdown: 
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Additionally, it may be presumed that 
income spent through both direct and 
indirect IMC employment supported an 
estimated 10,700 more persons in jobs. 


People: Shareholders 

IMC closed 1979 with 18,903 
accounts of registered common stock 
ownership and an estimated 16,000 
additional accounts of beneficial interest. 
Dividends paid on common shares 
totalled $50 million during the year. 

Of the registered shareholder ac- 
counts, approximately 17,000—90 per- 
cent—consisted of 500 shares or less. 
Many of the larger holdings represent 
mutual funds, which are in turn owned 
by thousands of small investors and by 
the pension funds of other companies. 


More than 25 percent of IMC’s em- 
ployees have ownership interests in the 
Company’s common stock, with some 
2,700 employees participating in Com- 
pany-sponsored programs which at 
year’s end held 289,742 shares. 

IMC also has 608 registered accounts 
for its 4 percent preferred stock. The 
owners of these 98,330 shares received 
$400,000 in dividends during the year. 
Taxes 

There is not a segment of society that 
does not benefit in one way or another 
through government spending of tax dol- 
lars. Taxes associated with IMC’s pay- 
rolls and employee benefits are shown 
in the benefits chart above. The Com- 
pany’s other U.S. and Canadian taxes 
in 1979 amounted to $152 million. 

The breakout: 


Useful Products 


Among the products produced and 
sold by IMC in 1979 were: 
O 15.4 million tons of fertilizer mate- 
rials, including enough phosphate nutri- 


(millions) 


ent to grow 8.3 billion bushels of wheat 
on 270 million acres. The yield would 
convert to a year’s caloric requirements 
for one billion people—a fourth of the 
world’s population. 
O Enough phosphate feed ingredients 
for the nutritio# of 161 million hogs and 
2 billion broiler chickens. 
O Enough growth-promoting implants 
for lamb and cattle growers to bring 40 
million animals to market. 
3.4 million tons of minerals and 
chemicals that went into the production 
of 87 million tons of steel and other 
metal products. 
O 132,000 tons of chemicals used to 
produce pulp and paper. 
Balance of Paymenis 

In 1979 IMC made a positive con- 
tribution to the U.S. balance of pay- 
ments, exporting goods worth more than 
the goods it imported. A substantial por- 
tion of the exports consisted of fertilizer 
materials, The chart below compares 
the value of the Company’s U.S. 
imports and exports. 


IMC also made a positive contribution 
to the Canadian balance of payments in 
1979, exporting more goods from 
Canada than it imported. The chart 
below compares the value of IMC’s 
Canadian imports and exports. 


(millions) 


U.S.-Canadian Trade 

The United States supplies only 24 
percent of its potash requirements; 
Canada supplies almost none of its 
phosphate rock requirements. IMC 
shipped 330,000 tons of Florida phos- 
phate rock to Canada in 1979, and 
IMC-Canada shipped 2.1 million tons 
of Saskatchewan potash to the United 
States. Including other products involv- 
ing lesser amounts, IMC sold into 
Canada goods valued at $18 million, and 
IMC-Canada and other IMC Canadian 
subsidiaries sold into the United States 
goods valued at $127 million. These 
dollar figures are included in the two 
balance of trade charts shown above. 
Long-Term Economic Growth 

Over the last five years, including 
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1979, IMC has spent $540 million for 
new mineral reserves and for new plant 
and equipment. This figure does not 
include the amount spent on keeping the 
Company’s properties in good operating 
condition, but only the areas which 
represent economic growth—and all of 
the concomitant benefits to society 

created by that growth. 

Public Service 

IMC each year makes a number of 

voluntary expenditures to help meet the 

economic, cultural, and health needs of 

society. These expenditures amounted 

to almost $1 million in 1979. The 


breakdown: 


(thousands) 


An additional $145,000 was spent in 
administering these programs, plus an 
incalculable number of man-hours in 
volunteer work by employees. 
Community Impact 

The impact of a company on the 
communities in which it has operations 
can be gauged by certain statistics. 
IMC’s largest operations are in the cen- 


tral Florida phosphate fields; here are 
some 1979 statistics from these Florida 
operations: 

O Employed 2,504 men and women 
with a total annual payroll of $42 
million. 

O Bought goods and services from 
2,603 vendors at a cost of $111 million. 
O Paid $24 million in state and local 
taxes. 

O Contributed $50,000 to Florida 
hospitals and civic and welfare 
organizations. 

O Produced 15.1 million tons of prod- 
ucts at a cost of $343 million. 

In addition, Florida employees par- 
ticipate in various corporate programs 
that benefit community institutions. 
Among these programs are tuition 
refund assistance, college scholarships 
for employees’ children, and the match- 
ing of gifts to education and the arts. 
Technical Assistance 

IMC has a number of technical assis- 
tance programs which recognize that 
contributions to increased world food 
production benefit both the Company 
and society. IMC’s principal programs: 


o World Food Production Conferences, 


begun in 1965, bring together fertilizer 
manufacturers and leaders in govern- 
ment, science, and finance. Ways to 
increase food production are explored, 
with the emphasis on fertilizer use. 
There are two conferences a year, one 
in the Asia-Pacific area and one in 
Latin America. 

O International Customer Training 
Programs, begun in 1951, bring middle 
managers to the United States from 


IMC’s foreign fertilizer customers. 
These managers are trained in fertilizer 
technology and management, learning to 
increase efficient production and use of 
fertilizer. In 1979 there were 67 
participants from 38 customers in 

18 countries. 

O Domestic Customer Training Pro- 
grams, also begun in 1951, serve U.S. 
fertilizer and animal products customers 
in the same way that International Cus- 
tomer Training Programs serve foreign 
customers. In the 1979 domestic pro- 
gram there were 446 participants from 
14 customers. 

oO Technical Service Missions, begun in 
1955, give foreign customers technical 
help in fertilizer production and distribu- 
tion. In 1979 these missions went to 6 
customers in 4 nations. 


From left, Vice President and General Counsel 
Kenneth J. Burns, Jr.; Director Frank J. 
Considine, and Vice President Oscar T. Stutsman 15 


Business Segment Summary 


(In millions) Years ended June 30 1979 1978 1977 1976 1975 
Net Sales 
Fertilizers $ 741.3 675.2 584.7 610.8 695.3 
Animal Products 133.0 102.2 96.2 96.3 79.2 
Chemicals 210.2 249.7 235.5 210.6 111.6 
Energy 76.8 72.7 35.3 28.5 2.8 
Industry 392.1 3522 371.2 351.2 433.9 
Elimination of sales 

between segments (78.7) (87.6) (42.7) (37.4) (19.9) 

$1,474.7 1,364.4 1,280.2 1,260.0 1,302.9 

Operating Earnings 
Fertilizers $ 185.4 164.5 134.0 187.3 222.0 
Animal Products 25.9 22.4 20.6 27.8 24.2 
Chemicals 23.0 17.8 27.5 21.9 17.4 
Energy 7.6 19.0 9.7 3.3 (.1) 
Industry 30.5 33.4 34.0 37.1 45.2 
Elimination of 

unrealized profits 

between segments 1.0 (2.4) (1.0) (1) (.3) 

$ 273.4 254.7 224.8 277.3 308.4 

Other Five-Year Data (Dollars in millions) 
Total assets $1,537.6 1,461.9 1,368.6 1,267.1 1,097.3 
Working capital 229.3 248.0 254.9 2075 183.9 
Property, plant, and 

equipment—net 939.6 879.4 778.6 684.2 544.9 
Long-term debt, 

less current maturities 339.4 375.0 387.0 389.5 306.3 
Shareholders’ equity 790.2 721.0 649.3 579.5 456.9 
Invested capital 1,129.6 1,096.0 1,036.3 969.0 763.2 
Capital expenditures 173.5 193.6 174.8 165.0 165.3 
Depreciation and depletion 103.6 82.4 67.7 54.8 34.1 
Returns based on earnings before 

extraordinary items 

Net sales 8.2% 8.8% 8.5% 10.7% 12.4% 

Shareholders’ equity 15.3% 16.7% 16.7% 23.3% 35.4% 

Invested capital 12.2% 127% 121% 15.5% 22.7% 
Number of shareholders, including 

beneficial owners 35,000 36,400 36,800 31,200 29,800 
Number of employees 10,300 9,900 9,900 9,700 10,500 
Common shares outstanding at end 

of fiscal year (In millions) 17.9 17.9 17.9 17.5 16.5 


For additional information see Segment Information and Operations by 
Geographic Area in Notes to Consolidated Financial Statements. 
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The Form 10-K report for the year ended June 30, 1979, included in the 1979 
Annual Report to Shareholders, consists only of pages 17 through 61. The other 
pages are not part of and are not incorporated in the Form 10-K report and shall not 
be deemed filed with the Securities and Exchange Commission. 


Item 1. Business 
Introduction 


Company Profile 

International Minerals & Chemical Corporation was incor- 
porated in New York in 1909. Its principal business segment 
is the production and sale of fertilizer materials, with signifi- 
cant operations in four other segments: animal products, 
chemicals, energy, and industrial products. 

Corporate headquarters are at 2315 Sanders Road, North- 
brook, Illinois 60062 (telephone number [312] 564-8600), 
an address to which the offices were moved on January 2, 
1979. The former address was IMC Plaza, Libertyville, 
Illinois 60048. 

Three Reminders 

In this report: 

The term “operating earnings” means the revenues of a 
business segment, including sales to other IMC business 
segments, less all operating expenses. Generally, operating 
expenses do not include interest expense, corporate income 
and expense, or taxes on income. 

oO International Minerals & Chemical Corporation and its 
subsidiaries are called the “Company” or “IMC” unless other- 
wise indicated by the context. 

O Also, unless otherwise noted, years referred to are years 
ended June 30. 

Seasonal Factors 

In general, IMC’s businesses are affected by seasonal factors 
only in the case of four fertilizer product lines—phosphate 
chemicals, potash, nitrogen, and mixed fertilizers. However, 
the effect has not been material to the Company’s consolidated 
quarterly results in recent years. 

Methods of Competition 

Most of IMC’s products are commodities that are available 
from other sources, and the marketplaces are highly competi- 
tive. Apart from competitive pricing, IMC’s principal method 
of competition is in service to customers. Among other things, 
this service includes maintaining an extensive North American 
distribution network, including about 4,900 railroad cars, 
both leased and owned. 

Business Segment Information 

IMC’s principal U.S. plants and properties are located in 22 
states in the United States. The Company also has operations 
in three Canadian provinces and in 11 foreign countries. 

Individual business segment contributions to IMC’s net 
sales and operating earnings over the last five years are included 
in the discussion of each segment’s business. See also “Segment 
Information” on page 49 of the Notes to Consolidated 
Financial Statements. 

Net sales shown in the discussions referred to above include 
intersegment sales. Intersegment sales are at prices approxi- 


mating those charged to unaffiliated customers. The amounts 
and related proportion of net sales and operating earnings 
contributed by the various businesses of IMC have varied 
from year to year and may continue to do so in the future as 
the result of changing business, economic, and competitive 
conditions, and technical developments. 


Fertilizers 


The Products 

The Company believes that it is the world’s largest private- 
enterprise miner of phosphate rock and potash. These prod- 
ucts are two of the three basic raw materials for fertilizer 
production. The third basic raw material—nitrogen—is pro- 
duced by IMC in the form of anhydrous ammonia. IMC 
resumed the manufacture of ammonia with the acquisition of 
Commercial Solvents Corporation late in 1975. 

The following map shows the North American locations 
at which IMC produces these three basic fertilizer materials. 


Phosphate chemicals and mixed fertilizers complete the 


product lines. Phosphate chemicals are fertilizer materials, and 


mixed fertilizers are finished goods ready for application by 
the farmer. 


The table below shows fertilizer sales by product line and 
operating earnings in millions of dollars for each of the last 
five years. 


Years ended June 30 1979 1978 1977 1976 1975 
SS o ų 


Net sales: 
Phosphate rock $163.8 $169.5 $138.4 $201.6 $208.8 
Phosphate chemicals 201.5 180.0 148.5 140.3 55.2 
Potash 158.9 118.4 108.3 110.1 119.1 
Ammonia 44.2 64.8 38.1 14.4 3.5 
Mixed fertilizers 114.3 97.8 108.9 99.5 115.9 
Other* 58.6 44.7 42.5 44.9 192.8 
$741.3 $675.2 $584.7 $610.8 $695.3 
Operating earnings** $185.4 $164.5 $134.0 $187.3 $222.0 


*In 1975, mainly fertilizer material trading that was largely phased 
out; since 1975, mainly the resale of purchased sulphur. 


**Operating earnings in 1979 include a $24.1 million gain from the sale 
of certain Canadian mineral properties and provisions for losses that 
amounted to $14.9 million on the write-down of an ammonia plant 
and certain other facilities. Earnings for that year were also reduced 
by about $12 million by an increase from 1978 in Saskatchewan 
mining taxes. In 1977, there was a decrease from 1976 of about 
$10 million in those taxes. In 1976, those taxes increased from 1975 
by approximately $8 million. 


Phosphate Rock 


There are 18 miners of phosphate rock in the United States, 
with production principally going into the manufacture of 
fertilizer. The major outlets for IMC rock are fertilizer manu- 
facturers in the United States and foreign distributors and 
manufacturers. Most rock is treated with sulphuric acid to 
produce phosphate chemicals for fertilizers. 

Production and Reserves 

IMC’s phosphate mining operations and production plants 
are located in Polk and Hillsborough Counties in Central 
Florida. 

The ore is extracted through surface-mining after removal 
of a top layer of earth called overburden. The Company then 
processes the ore at one of four plants to produce phosphate 
rock product. 

In 1979, an average of 6.5 cubic yards of overburden and 
ore was mined for each ton of rock produced. This ratio over 
the last five years has ranged from 5.8 to 1 to 6.8 to 1. 

IMC’s Florida production capacity is approximately 12.5 
million tons of product a year. The following five-year table 
compares IMC production in millions of tons with total U.S. 
production, as reported by the U.S. Department of the 
Interior. 


Years ended June 30 1979 1978 1977 1976 1975 
IMC 128 13.22 11.5 12.1 11.1 


Total U.S. (1979 preliminary) 55.7 544 49.5 492 47.2 


IMC’s Central Florida reserves are contained in 18,900 
unmined acres that the Company owns or controls through 
long-term lease or royalty agreements. At current costs and 
prices, and with existing production facilities, IMC’s reserves 
in Central Florida are estimated to be sufficient to yield 
approximately 145 million tons of phosphate rock. This yield 
would equal about 11 years of mining at 1979 operating rates. 
Reserve grades range from 64 percent to 78 percent BPL 
(bone phosphate of lime), with an average grade of 69 per- 
cent BPL. (Bone phosphate of lime is a standard industry 
term used to grade phosphate rock.) The rock produced in 
1979 averaged 70 percent BPL, about the same as in each 
of the previous four years. 

During the last several years IMC has added to its recover- 
able reserves slightly more tonnage than it has mined. These 
additions are part of an ongoing program which has apprecia- 
bly extended the life of the Company’s reserves. The exten- 
sions have come through the acquisition and development of 
additional reserves, and from improvements in mining and 
processing technologies. 

A major 1979 acquisition was a Hillsborough County 
property of 5,100 acres containing reserves of 17 million tons 
at an estimated average grade of 70 percent BPL. The 
acquisition was for cash and for property described below. 

In addition to the Polk-Hillsborough reserves, IMC owns 
or controls 27,300 acres of phosphate deposits about 40 miles 
south of current mining operations. (Reserves are ore bodies 
which are believed to be economically recoverable at current 
costs and prices. Deposits are ore bodies which require addi- 
tional economic and mining feasibility studies.) The 27,300 
acres of deposits are in Manatee, DeSoto, and Hardee Coun- 
ties, and are called the South Florida deposits. These deposits 
differ substantially in physical and chemical characteristics 
from the reserves now being mined in Polk and Hillsborough 
Counties. Recently developed mine and plant technology 
indicates that the South Florida deposits contain recoverable 
phosphate rock product of approximately 225 million tons at 
about 65 percent BPL. Another portion of IMC’s South 
Florida deposits, 3,300 acres containing an estimated 42 
million tons of rock at 65 percent BPL, was exchanged as part 
of the Hillsborough County acquisition transaction discussed 
above. 

In addition to the Central Florida reserves and South 
Florida deposits, IMC has an option until 1986 to buy 21,000 
acres in East-Central Florida for possible long-range phos- 
phate development. 

For a description of litigation involving alleged mineral 
rights in Central Florida as well as a proposed rule that would 
limit and regulate the discharge of waste materials from phos- 
phate rock mining operations into certain waterways in 
Florida, see Item 5—Legal Proceedings. 


The following map locates the Central Florida reserves, Substantially all of IMC’s export sales are made through the 
the South Florida deposits, and the four processing plants. Phosphate Rock Export Association, formed under the 
Webb-Pomerene Act in 1971 by IMC and other Florida 
rock producers. Under the Act, members of an industry may 
form associations to negotiate export sales prices of their 
products and thus compete more effectively in the overseas 
markets. Export markets for phosphate rock are highly com- 
petitive, with the nationally controlled mines of Morocco and 
other governments significant factors in terms of both supply 
and price. 

Unit Production Costs 

Unit production costs increased by 11 percent in 1979 and 
by 4 percent in 1978, primarily because of higher costs for 
energy, severance taxes, materials, and land reclamation. Over 
the years, there have been gradual cost increases occasioned 
by inflation, changes in ore grade and particle size, overburden 
depths, and distances from processing plants. 

Phosphate Chemicals 

One of IMC’s wholly owned subsidiaries, New Wales 
Chemicals, Inc., produces phosphate chemicals near Mul- 
berry, Florida. Phosphate chemicals are also produced at 
Port Maitland, Ontario. 

These products are sold under highly competitive condi- 
tions, with IMC and five other large companies accounting 
for more than half of total U.S. production. New Wales’ 1979 
share of that production amounted to about 10 percent. 

The following map locates IMC’s two phosphate chemicals 


The Market $ plants and the Company’s major ocean shipping terminal. 
The Company sells its rock on long-term contracts and in 


the spot market. The following table shows shipments in mil- 
lions of tons and expiration dates on the major long-term 


contracts. 
1979 1978 
% of % of 
Tons Total Tons Total 
CF Industries (renewal options 
into 1988) 2.5 19% 2.3 17% 
CF Industries (1984) 1.5 12 1.6 12 
Royster Company (1983) All 5 BET 28 
*New Wales Chemicals, Inc. 
(wholly owned subsidiary; 1987) 12 9 15 11 


*IMC is committed to deliver phosphate rock in sufficient quantity 
to support the long-term phosphate chemicals commitments described 
on page 22. 


Prices under the long-term contracts were significantly 
below the current market, but all the contracts incorporate 
cost-escalation clauses. Average prices on other phosphate 
rock sales, principally export, increased slightly in 1979 after 
a small decline in 1978. Overall, both domestic and export 
rock prices (but excluding internal use) averaged about $18 
a ton in 1979 and $17 a ton in 1978. 
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The table below shows fertilizer sales by product line and 
operating earnings in millions of dollars for each of the last 


five years. 
Years ended June 30 1979 1978 1977 1976 1975 
Net sales: 
Phosphate rock $163.8 $169.5 $138.4 $201.6 $208.8 
Phosphate chemicals 201.5 180.0 148.5 140.3 55.2 
Potash 158.9 118.4 108.3 110.1 119.1 
Ammonia 44.2 64.8 38.1 14.4 3.5 
Mixed fertilizers 114.3 97.8 108.9 99.5 115.9 
Other* 58.6 44.7 42.5 44.9 192.8 
$741.3 $675.2 $584.7 $610.8 $695.3 
Operating earnings** $185.4 $164.5 $134.0 $187.3 $222.0 


*In 1975, mainly fertilizer material trading that was largely phased 
out; since 1975, mainly the resale of purchased sulphur. 


**Operating earnings in 1979 include a $24.1 million gain from the sale 
of certain Canadian mineral properties and provisions for losses that 
amounted to $14.9 million on the write-down of an ammonia plant 
and certain other facilities. Earnings for that year were also reduced 
by about $12 million by an increase from 1978 in Saskatchewan 
mining taxes. In 1977, there was a decrease from 1976 of about 
$10 million in those taxes. In 1976, those taxes increased from 1975 
by approximately $8 million. 


Phosphate Rock 

There are 18 miners of phosphate rock in the United States, 
with production principally going into the manufacture of 
fertilizer. The major outlets for IMC rock are fertilizer manu- 
facturers in the United States and foreign distributors and 
manufacturers. Most rock is treated with sulphuric acid to 
produce phosphate chemicals for fertilizers. 

Production and Reserves 

IMC’s phosphate mining operations and production plants 
are located in Polk and Hillsborough Counties in Central 
Florida. 

The ore is extracted through surface-mining after removal 
of a top layer of earth called overburden. The Company then 
processes the ore at one of four plants to produce phosphate 
tock product. 

In 1979, an average of 6.5 cubic yards of overburden and 
ore was mined for each ton of rock produced. This ratio over 
the last five years has ranged from 5.8 to 1 to 6.8 to 1. 

IMC’s Florida production capacity is approximately 12.5 
million tons of product a year. The following five-year table 
compares IMC production in millions of tons with total U.S. 
production, as reported by the U.S. Department of the 


Interior. 

Years ended June 30 1979 1978 1977 1976 1975 
IMC 12'8) S182 hes isl el 
Total U.S. (1979 preliminary) 55.7 544 49.5 492 47.2 
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IMC’s Central Florida reserves are contained in 18,900 
unmined acres that the Company owns or controls through 
long-term lease or royalty agreements. At current costs and 
prices, and with existing production facilities, IMC’s reserves 
in Central Florida are estimated to be sufficient to yield 
approximately 145 million tons of phosphate rock. This yield 
would equal about 11 years of mining at 1979 operating rates. 
Reserve grades range from 64 percent to 78 percent BPL 
(bone phosphate of lime), with an average grade of 69 per- 
cent BPL. (Bone phosphate of lime is a standard industry 
term used to grade phosphate rock. ) The rock produced in 
1979 averaged 70 percent BPL, about the same as in each 
of the previous four years. 

During the last several years IMC has added to its recover- 
able reserves slightly more tonnage than it has mined. These 
additions are part of an ongoing program which has apprecia- 
bly extended the life of the Company’s reserves. The exten- 
sions have come through the acquisition and development of 
additional reserves, and from improvements in mining and 
processing technologies. 

A major 1979 acquisition was a Hillsborough County 
property of 5,100 acres containing reserves of 17 million tons 
at an estimated average grade of 70 percent BPL. The 
acquisition was for cash and for property described below. 

In addition to the Polk-Hillsborough reserves, IMC owns 
or controls 27,300 acres of phosphate deposits about 40 miles 
south of current mining operations. (Reserves are ore bodies 
which are believed to be economically recoverable at current 
costs and prices. Deposits are ore bodies which require addi- 
tional economic and mining feasibility studies.) The 27,300 
acres of deposits are in Manatee, DeSoto, and Hardee Coun- 
ties, and are called the South Florida deposits. These deposits 
differ substantially in physical and chemical characteristics 
from the reserves now being mined in Polk and Hillsborough 
Counties. Recently developed mine and plant technology 
indicates that the South Florida deposits contain recoverable 
phosphate rock product of approximately 225 million tons at 
about 65 percent BPL. Another portion of IMC’s South 
Florida deposits, 3,300 acres containing an estimated 42 
million tons of rock at 65 percent BPL, was exchanged as part 
of the Hillsborough County acquisition transaction discussed 
above. 

In addition to the Central Florida reserves and South 
Florida deposits, IMC has an option until 1986 to buy 21,000 
acres in East-Central Florida for possible long-range phos- 
phate development. 

For a description of litigation involving alleged mineral 
rights in Central Florida as well as a proposed rule that would 
limit and regulate the discharge of waste materials from phos- 
phate rock mining operations into certain waterways in 
Florida, see Item 5—Legal Proceedings. 


The following map locates the Central Florida reserves, 
the South Florida deposits, and the four processing plants. 


The Market 

The Company sells its rock on long-term contracts and in 
the spot market. The following table shows shipments in mil- 
lions of tons and expiration dates on the major long-term 
contracts. 


1979 1978 

% of % of 

Tons Total Tons Total 

CF Industries (renewal options 

into 1988) 25) 19% 23 17% 

CF Industries (1984) 1.5 12 1.6 12 

Royster Company (1983) all 5 37 28 

*New Wales Chemicals, Inc. 
(wholly owned subsidiary; 1987) 1.2 9 1.5 11 


*IMC is committed to deliver phosphate rock in sufficient quantity 
to support the long-term phosphate chemicals commitments described 
on page 22. 


Prices under the long-term contracts were significantly 
below the current market, but all the contracts incorporate 
cost-escalation clauses. Average prices on other phosphate 
rock sales, principally export, increased slightly in 1979 after 
a small decline in 1978. Overall, both domestic and export 
rock prices (but excluding internal use) averaged about $18 
a ton in 1979 and $17 a ton in 1978. 


Substantially all of IMC’s export sales are made through the 
Phosphate Rock Export Association, formed under the 
Webb-Pomerene Act in 1971 by IMC and other Florida 
rock producers. Under the Act, members of an industry may 
form associations to negotiate export sales prices of their 
products and thus compete more effectively in the overseas 
markets. Export markets for phosphate rock are highly com- 
petitive, with the nationally controlled mines of Morocco and 
other governments significant factors in terms of both supply 
and price. 

Unit Production Costs 

Unit production costs increased by 11 percent in 1979 and 
by 4 percent in 1978, primarily because of higher costs for 
energy, severance taxes, materials, and land reclamation. Over 
the years, there have been gradual cost increases occasioned 
by inflation, changes in ore grade and particle size, overburden 
depths, and distances from processing plants. 

Phosphate Chemicals 

One of IMC’s wholly owned subsidiaries, New Wales 
Chemicals, Inc., produces phosphate chemicals near Mul- 
berry, Florida. Phosphate chemicals are also produced at 
Port Maitland, Ontario. 

These products are sold under highly competitive condi- 
tions, with IMC and five other large companies accounting 
for more than half of total U.S. production. New Wales’ 1979 
share of that production amounted to about 10 percent. 

The following map locates IMC’s two phosphate chemicals 
plants and the Company’s major ocean shipping terminal. 


New Wales 


New Wales Chemicals produced 905,000 tons of phos- 
phoric acid (P.O; equivalent) in 1979, about 6 percent more 
than in 1978. 

IMC sells its phosphate chemicals on long-term contracts 
and in the spot market. The following table shows 1979 and 
1978 shipments in thousands of tons of P2O; equivalent. 
(P20; equivalent is an industry term indicating a product’s 
phosphate content measured chemically in units of phos- 
phorous pentoxide. ) 


1979 1978 
Tons % Tons % 
Domestic Shipments: 
Long-term contracts into 1987 296 32% 399 46% 
Spot market 74 8 58 7 
Internal use* 273 29 203 22 
643 69 660 75 
Export Shipments: 
Phosphate Chemicals Export 
Association (Webb-Pomerene 
organization) 198 21 179 21 
Long-term contracts into 1981 95 10 31 4 
293 31 210 25 
936 100% 870 100% 


*See “Animal Products—Feed Ingredients” on page 26 fora 
discussion of IMC’s use of phosphate chemicals in the production of 
animal feed ingredients. 


The long-term buyers, both domestic and foreign, furnished 
contractual support to the initial financing of New Wales 
Chemicals in 1975. Sales to these buyers are at prices sub- 
stantially below current market, with provisions for escala- 
tion of prices for increases in production costs. 

One of the long-term customers has a 90-day option to 
buy a 19.8 percent interest in New Wales. The option is 
exercisable in 1980, subject to necessary amendments of 
New Wales’ loan agreement and related documents. 

The capital stock of New Wales Chemicals and its rights 
under some contracts, including the long-term customer agree- 
ments mentioned above, serve as collateral for certain long- 
term notes payable by New Wales to an insurance company 
and IMC under a loan agreement. At June 30, 1979, the 
amount of these notes owed to the insurance company was 
$52 million. IMC is obligated to buy the notes should New 
Wales default. (New Wales is a consolidated subsidiary. ) 

Phosphate rock, ammonia, and sulfur are the principal raw 
materials for the production of phosphate chemicals. The New 
Wales operation receives most of its rock from IMC’s nearby 
Florida mines and most of its ammonia from IMC’s Louisiana 
production. Sulfur is obtained from domestic suppliers on 
long-term contracts. 

IMC presently intends to build a new phosphate chemicals 
production facility adjacent to its existing operations near 
Mulberry, Florida, which would increase capacity approxi- 
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mately 50 percent, and to expand phosphate rock mining by 
two to three million tons a year at a location to be determined 
depending on the economics of various options. The cost of 
the expansions, which will take several years to complete, 


is estimated to range from $400 to $450 million. 
Florida Environmental Matters 


The environmental aspects of the Florida phosphate mining 
industry are the subject of several current studies. 

One of these studies, by the U.S. Environmental Protection 
Agency (EPA), resulted in the publication in December, 
1978, of proposed guidelines and regulations, allegedly under 
the authority of the Resource Conservation and Recovery 
Act. Although conceding that the EPA has “very little infor- 
mation on the . . . degree of hazard,” that to the extent known 
“the potential hazards . . . are low,” and that so-called wastes 
are “relatively low-risk,” the proposals label overburden, 
clay slimes, and tailings from phosphate rock mining and 
waste gypsum from phosphoric acid production as “hazardous 
wastes” because they contain radioactive substances. The 
proposed regulations in general would require expensive 
fencing and monitoring for at least 20 years, restrict use of 
reclaimed land, and add still another layer of regulatory 
approval for new phosphate mines. For a variety of reasons, 
the Florida phosphate industry is questioning the validity of 
and the need for the proposals. 

At the same time, IMC recognizes that more should be 
learned about the effect, if any, on health from the low levels 
of radiation inherent in phosphate mining and reclaimed Jand. 
(Phosphate contains uranium; see ‘““Energy—Uranium 
Oxide” on page 29.) Consequently, IMC is participating in 
other studies by both industry and government concerning 
the effects of low-level radiation on employees and on resi- 
dential use of reclaimed land. 

In November, 1978, the EPA completed an environmental 
impact statement on the Central Florida phosphate industry. 
This statement is to serve as the basis for the development of 
the legally required impact statements which the EPA must 
prepare incident to the issuance of National Pollutant Dis- 
charge Elimination System permits for any new phosphate 
mine or chemical plant in Central Florida. Thus, IMC will 
not be affected until a new mine or chemical plant is to be 
constructed in Central Florida. Nevertheless, the statement, 
if implemented literally, would further complicate and 
increase the difficulty and expense of expanding production 
by adding new facilities and could preclude mining in as yet 
undefined wetland areas. When defined, these areas may 
include some of IMC’s South Florida deposits. 

Still another study is in progress by the Council on Environ- 
mental Quality (CEQ) to determine whether, and if so how, 
the Federal Surface Mining Control and Reclamation Act of 
1977, which pertains to coal mining and reclamation, could 
be applied to phosphate and other mineral extraction. This 


study is preliminary to CEQ’s making recommendations for 
a federal land reclamation policy on phosphate mining. 

IMC believes that none of the studies or the guidelines, 
suggested or adopted, will have any material impact on its 
business in the immediate future. However, the permitting of 
new operations is certain to be time-consuming and costly. 
Rock expansion options are being currently studied, and an 
expansion of phosphate chemicals production is planned. 

(Also see “Item 5—-Legal Proceedings—Environmental 
Proceedings” on page 37.) 

Port Maitland 

The Port Maitland, Ontario, Canada, operation produced 
78,000 tons of P.O; equivalent in 1979. This figure was about 
60 percent of design capacity, up from 57 percent in 1978. 

Production consists of feed grade phosphates, sold to IMC’s 
animal products operations, and superphosphates, sold to 
fertilizer manufacturers, 

IMC’s Florida operations supply Port Maitland’s phosphate 
rock requirements. 

The Market 

Phosphate chemicals prices, both domestic and export, 
increased by about 10 percent in 1979, and by about 8 percent 
in 1978. Most of IMC’s export sales are marketed through 
the Phosphate Chemicals Export Association, a Webb- 
Pomerene Act organization. 

Potash 

IMC produces potash at three underground mines and 
three refineries, and the Company believes that 1979 opera- 
tions accounted for about 7 percent of world output. Two of 
these mines and refineries are located near Esterhazy in the 
Canadian province of Saskatchewan. The third mine and 
refinery is located near Carlsbad, New Mexico. 

The term potash applies generally to the common salts of 
potassium. Since the amount of potassium in these salts varies, 
the industry has reached a common standard of measurement 
by defining a product’s potassium content in terms of equiva- 
lent percentages of potassium oxide (K2O). 

Most of the potash produced by IMC is used as a fertilizer 


material. 
Saskatchewan 


IMC’s two interconnected Saskatchewan potash mines and 
refineries are owned and operated by a wholly owned sub- 
sidiary, International Minerals & Chemical Corporation 
(Canada) Ltd. This subsidiary is also referred to as IMC- 
Canada. 

Reserves: IMC-Canada controls the rights to mine 
147,300 acres of potash-bearing land in Saskatchewan. This 
land, of which 13,000 acres have been mined, is in the south- 
eastern portion of the province and consists of 76,000 acres 
owned in fee, 57,400 acres under lease from the province of 
Saskatchewan, and 13,900 acres leased from other parties. 
All the leases are renewable by IMC-Canada for successive 
terms of 21 years, with the first term of each expiring on 


October 31, 1981. During the renewal terms of the leases, 
rents and royalties will be established by regulation of the 
Saskatchewan government. 

The reserves in this acreage are estimated to be about 8 feet 
thick, containing 1.3 billion tons of recoverable ore at an 
average grade of 26 percent K,.0—enough to support cur- 
rent operations for more than a century. The total estimated 
yield would be 500 million tons of product with a grade of 
about 61 percent K,O. 

Government Potash Operations: In January, 1976, the 
Saskatchewan government enacted legislation authorizing the 
province to buy or expropriate some or all of the potash- 
producing properties in the province. Since then, the province’s 
potash company, Potash Corporation of Saskatchewan 
(PCS), has purchased four potash properties and a majority 
interest in a fifth. 

One of the properties purchased consists of reserves in 
the vicinity of IMC-Canada’s potash operations. PCS also 
acquired rights under a long-term contract that obligates IMC- 
Canada to mine and refine these reserves for PCS for a fee 
plus a pro rata share of production costs. The specified quan- 
tities of potash to be produced for PCS may, at PCS’ option, 
amount to a maximum of about one million tons a year. 

The initial term of the contract expires in 1981, but, at the 
option of PCS, the agreement can be renewed on the same 
terms for nine additional five-year periods. PCS acquired the 
reserves from AMAX Potash Limited during 1978. 

Its acquisitions have given PCS control of about 45 percent 
of Saskatchewan’s potash production capacity. Since making 
the last acquisition in April, 1978, the Saskatchewan govern- 
ment has not announced further acquisition plans, but has 
reported it is concentrating on expanding those potash opera- 
tions already acquired. 

Production: The total annual production capacity of the 
Saskatchewan facilities is estimated to be 4.2 million tons of 
product. The following table shows IMC-Canada’s ore and 
product output in thousands of tons for each of the last five 
years, plus average K.O content. 


Years ended June 30 1979 1978 1977 1976 1975 


Tons of sylvinite ore mined 10,292 9,293 8,007 6,322 8,675 


Average K20 content of 


ore mined 25.5% 25.2% 25.5% 25.8% 25.79% 
Tons of potash produced: 
IMC 3,097 2,507 2,215 1,896 2,818 
PCS/AMAX 756 947 721 464 436 


3,853 3,454 2,936 2,360 3,254 


Average K:0 content of 


product 61.1% 61.2% 61.3% 61.2% 61.1% 
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Saskatchewan Taxes: For almost a decade—1970 to 1979 
—the Saskatchewan government and the potash industry have 
engaged in a series of confrontations over the right to manage, 
the forms of various tax measures, and the aggregate tax levy. 

Members of the industry instituted a series of lawsuits 
attacking the validity of certain taxes, fees, and production 
controls established by the province on potash. One lawsuit 
has been finally adjudicated favorably for the industry, and 
another has initially been adjudicated favorably for the 
province and is now in the early stages of appeal. Two other 
lawsuits are still pending. 

Concurrently, the government and the industry have been 
negotiating in an attempt to resolve their differences on 
all issues. 

Agreement on a new five-year tax program now appears to 
be likely, effective retroactively to July 1, 1979. The com- 
panies who sign this agreement will withdraw from all pending 
litigation. 

The proposed new tax rates are high in comparison with 
the rates in other Canadian provinces and elsewhere in the 
world. However, elimination of the present confrontation is 
necessary before any further progress can be negotiated. One 
particular problem continues to aggravate the industry—the 
province’s taxes on potash mining are not deductible for 
Canadian federal tax purposes. This circumstance is atypical 
of most other tax systems and contributes appreciably to the 


disincentive still present in the total tax rate. 
Carlsbad 


IMC’s Carlsbad operations mine and refine potash from 
38,600 acres of reserves which the Company controls under 
long-term leases. These reserves contain an estimated total of 
219 million tons of recoverable ore in four mining beds at 
thicknesses ranging from 5.5 to 8.5 feet. 

The ore is of three types. One consists principally of a mix- 
ture of potassium chloride and sodium chloride. This type of 
ore is called sylvinite and is the same as is mined in Saskatch- 
ewan. The second type is a double salt of potassium and 
magnesium, called langbeinite. The third is a mixed ore, 
containing both potassium chloride and langbeinite. 

At average refinery recovery rates, these ore reserves are 
estimated to be sufficient to yield 17 million tons of product 
from sylvinite with an average grade of 60.5 percent K,O. 
The yield from langbeinite reserves is estimated at 37 million 
tons of langbeinite concentrate with an average grade of 22.2 
percent K,0. 

IMC’s sylvinite reserves are somewhat below average grade 
for the district. Although these grades are expected to improve 
slightly as mining areas change, plant modification will be 
required within the next five years to handle an increased 
amount of insoluble materials in the ore. 
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At current rates of production, IMC’s reserves of sylvinite 
and langbeinite are estimated to be sufficient to support opera- 
tions for 35 years. 

Langbeinite ore is used to produce two IMC products. One 
is a double sulphate of potash magnesia, a fertilizer the Com- 
pany markets under the brand name Sul-Po-Mag. The other is 
sulphate of potash, produced by a chemical mixture of lang- 
beinite and sylvinite, and used primarily as a fertilizer ingre- 
dient. IMC believes it is the larger of the two U.S. producers of 
double sulphate of potash magnesia, and the largest of several 
USS. producers of sulphate of potash. 

The following five-year table shows Carlsbad production 
figures in thousands of tons. 


Years ended June 30 1979 1978 1977 1976 1975 


Tons of ore mined 5,000 4,889 4,546 4,037 4,644 
Average combined K2O content 

of the ore (langbeinite plus 

sylvinite) 9.8% 9.9% 11.5% 11.3% 11.0% 


Tons of potash produced 921 874 870 755 859 


Total IMC Potash Production 

In addition to IMC, there are 14 other North American 
potash producers—nine in the United States and five in 
Canada. The following five-year table compares IMC’s com- 
bined U.S. and Canadian production with total North Amer- 
ican production, in thousands of tons, as reported by the 
Potash and Phosphate Institute. 


Years ended June 30 1979 1978 1977 1976 1975 
Tons of K2O equivalent 

IMC: 

Carlsbad 318 307 329 298 327 
Esterhazy* 1,893 1,535 1,358 1,160 1,722 

2,211 1,842 1,687 1,458 2,049 

North America 9520119337 8,647 7,784 8,811 
*Tons produced for PCS or 

AMAX excluded from Esterhazy 

production above 462 580 441 283 266 


The Market 

IMC potash is sold throughout the world, with the largest 
markets in the United States, Japan, and Latin America. 

The Company’s exports from Canada, except to the United 
States, are made through the Canadian Potash Export Asso- 
ciation, formed in 1970. Each member’s share of association 
exports is based on the percentage of the member’s design 
capacity to the total membership’s design capacity, and on 
the amount of tonnage the members desire to sell in the 
offshore market. 
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The following table summarizes shipments of potash in 
thousands of tons in 1979 and 1978. 


1979 1978 
Tons % Tons % 
Domestic customers 
(U.S. and Canada) 2,216 56% 1,904 56% 
Foreign customers 1,116 28 969 29 
Internal use 638 16 525 15 
3,970 100% 3,398 100% 


The average selling price for all IMC potash products was 
about $47 per ton in 1979, compared with $41 per ton 
in 1978. 
Unit Production Costs 

IMC unit production costs in Carlsbad and Saskatchewan, 
excluding Saskatchewan mining taxes and fees, increased 14 
percent and 3 percent, respectively, from 1978 to 1979. These 
increases are attributable to inflation and, at Carlsbad, lower 
recovery rates. Saskatchewan mining taxes and fees amounted 
to $33 million in 1979 and $21 million in 1978. These taxes 
and fees are not deductible in determining Canadian federal 
income taxes. 
New Brunswick Deposits 

In March of 1979 IMC-Canada sold to Denison Mines 
Limited all of its rights under a mining lease on potash and 
salt deposits in New Brunswick. The sale of the rights to 
Denison resulted in a pre-tax gain to IMC of $24 million. 
IMC-Canada’s investment in these rights was not material. 
IMC-Canada had explored the deposit for 31⁄2 years, with the 
New Brunswick government granting the mining lease in 1978. 
Ammonia 

IMC produces anhydrous ammonia at Sterlington, Loui- 
siana. Output accounted for about 3 percent of U.S. produc- 
tion in 1979 and 5 percent in 1978. 
Operations 

The Company has two plants at Sterlington. Because of 
market conditions, the older of these two plants was closed 
late in 1978. The design capacity of the older plant is 350,000 
tons a year. IMC is unable to predict if this plant will reopen. 
The plant that continues to operate has a capacity of about 
500,000 tons a year. It produced 505,000 tons in 1979. 
Production from both plants in 1978 totaled 815,000 tons. 
The Market 

Ammonia is presently sold in the United States under dif- 
ficult market conditions because of low cost foreign imports, 
chiefly from Canada, Mexico, and the Soviet Union, and US. 
overcapacity. Prices improved moderately during the year 
from depressed levels, but the improvement was largely offset 
by increases in production costs, primarily natural gas. 

IMC sells ammonia to manufacturers of fertilizers and 
synthetic fibers, and also uses a significant portion of its output 
internally. The principal internal use is in New Wales’ produc- 


tion of ammonium phosphate chemicals. Other Company uses 
are in the making of mixed fertilizers, nitroparaffins, and 
explosives. 

The table below shows the distribution in 1979 and 1978 of 
IMC’s total ammonia shipments in thousands of tons. In 1979, 
these shipments included 72,000 tons purchased to fill com- 
mitments to customers. 


1979 1978 
Tons % Tons % 
Long-term contracts 250 43% 348 44% 
Other 58 10 169 22 
Internal use 270 47 264 34 
578 100% 781 100% 


Natural Gas Supply 

Natural gas is the principal raw material in the production 
of ammonia. Subject to the possible curtailment discussed 
below, most of Sterlington’s 1980 gas requirements, estimated 
at 21 billion cubic feet, will be supplied by gas transmission 
companies under contracts extending through December, 
1985, and June, 1987. The balance will come from IMC’s 
own gas production. 

A substantial portion of deliveries by one gas transmission 
company was curtailed during the winter heating seasons of 
1978 and 1979. The curtailments lasted about six weeks in 
1978 and about four weeks in 1979. 

There was no interruption of IMC ammonia production in 
either year. In 1978, the Company was able to get sufficient 
gas from other sources on a temporary basis, and in 1979 
drew on its own gas-producing operations; however, because 
of contract commitments or for other reasons, it may not be 
possible in the future to obtain gas from either of those sources 
on a temporary basis in the event of an unexpected curtailment. 

(See discussion of natural gas reserves on page 28.) 

Mixed Fertilizers 

IMC makes mixed fertilizers in two ways—through either 
granulation or bulk-blending. Granulation is a process in 
which various dry and liquid raw materials are chemically 
combined and then pelletized. Bulk-blending is a simple 
physical mixing or blending of suitable fertilizer materials. 

The Company operates six large granulation plants and 55 
smaller facilities for bulk-blending and/or warehousing. Most 
of the fertilizer raw materials used by these operations are 
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supplied by IMC mines and plants. 
The map below shows the locations of the six large granula- 
tion plants. 


The Products 

IMC’s shipments of premium brand fertilizers accounted 
for about 62 percent of the Company’s total 1979 mixed 
fertilizer sales. These premium brands are Rainbow and Super 
Rainbow. Both are formulated for specific kinds of soils and 
soil conditions, and in addition to the three major plant 
nutrients may contain as many as 10 secondary elements 
and micronutrients. 

IMC also sells phosphate rock, phosphate chemicals, 


potash, and nitrogen products for direct application to the soil. 
The Market 


IMC’s total mixed fertilizer shipments in 1979 approxi- 
mated 808,000 tons, an increase of 9 percent from 1978’s 
740,000 tons. The increase was occasioned by favorable 
weather during the spring planting season and by an 
improved farm economy. 
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The Company’s mixed fertilizers are sold principally to 
independent dealers and distributors, with some sales made 
directly to other fertilizer manufacturers and farmers. Sales 
are largely concentrated in the spring planting season. Weather 
has some impact on the timing and length of the planting 
season and can have a significant effect on mixed 
fertilizer prices. 

IMC believes its share of the total domestic market in 1979 
was less than 4 percent. The competition consists of many 
relatively small enterprises and other large mixed fertilizer 
companies. 


Animal Products 
The Products 

IMC believes that it is the nation’s largest producer of two 
kinds of products for animal health and nutrition: phosphate 
feed ingredients and a growth-promoting biochemical implant. 
The bulk of this segment’s business is in these two product 
areas, but a variety of other animal health and nutrition prod- 
ucts are also produced and marketed. These other products 
include potassium feed ingredients, feed premixes, a bacitracin 
zinc (Baciferm brand) antibiotic feed additive, and a choline 
chloride nutritional supplement. In 1979, nearly one-half of 
the segment’s operating earnings was derived from the sale of 
implants and other biochemical products. 

The table below shows the animal products sales by product 
line and operating earnings in millions of dollars for each of 
the last five years. 


Years ended June 30 1979 1978 1977 1976 1975 

Net sales: 

Feed ingredients $99.9 $74.7 $74.6 $765 $75.1 

Biochemicals 33.1 27.5 21.6 19.8 4.1 
$133.0 $102.2 $96.2 $96.3 $79.2 

Operating earnings* $ 25.9 $224 $206 $27.8 $24.2 


“Operating earnings in 1978 include a $4 million gain from the sale 
of an old animal feed ingredients plant. In 1976, those earnings 
include a $1.7 million gain from the sale of certain foreign 
pharmaceutical operations. The biochemical product line was a part 
of the operations of Commercial Solvents Corporation that IMC 
acquired late in 1975. 


Feed Ingredients 

IMC’s feed ingredients consist of various chemical com- 
binations that include phosphorus or potassium to provide the 
required amounts of these two elements to all classes of live- 
stock and poultry. The products are made from Florida phos- 
phate and New Mexico potash mined by IMC’s fertilizer 
operations. 

The phosphate feed ingredients are by far the most impor- 
tant. Several kinds of these feed ingredients are produced. The 
principal products are calcium phosphates, ammonium phos- 
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phates, and defluorinated phosphates. Production is at two 
Florida plants and at the phosphate chemicals plant at Port 
Maitland, Ontario, Canada. The Florida plants are adjacent 
to IMC’s New Wales phosphate chemicals operation, and they 
draw phosphoric acid from that operation as their principal 
raw material. 

One of the Florida plants, producing calcium and ammo- 
nium phosphates, began operations in the fall of 1977, replac- 
ing an older plant that was sold at about the same time. The 
second plant, producing defluorinated phosphate, began 
operations in the spring of 1978. 

IMC’s calcium and ammonium phosphate capacity in 
Florida is 435,000 tons a year; defluorinated phosphate 
capacity is 100,000 tons. Total phosphate feed ingredients 
production at these two plants was 446,000 tons in 1979 and 
366,000 tons in 1978. At Port Maitland, 64,000 tons of 
feed phosphates were produced in 1979 and 61,000 tons 
in 1978. 

Implants 

A substance called zeranol is the active ingredient in IMC’s 
growth-promoting implant. Zeranol has an anabolic effect— 
that is, it acts upon the metabolism to make the animal gain 
weight through more efficient utilization of feed. 

The implant, marketed in pellet form under the brand name 
Ralgro, is protected by a U.S. patent expiring in March, 1983, 
and by a number of foreign patents. The pellets are used in 
cow-calf operations and in feedlots for beef cattle and lambs. 
Production is at an IMC plant in Terre Haute, Indiana. Ralgro 
shipments increased 30 percent in 1979 over 1978, with 
significant increases in both the domestic and export markets. 
The Market 

The market for feed ingredients is highly competitive. Feed 
ingredients are sold primarily to animal feed manufacturers 
and producers of feed supplements. 

Ralgro is an exclusive IMC product. The implant goes to 
domestic and foreign range and feedlot operators. 

The products are marketed by IMC’s own sales organiza- 
tion, which operates through a system of offices and ware- 
houses, and through agents and distributors. Competition may 
come from identical or similar products, and from at home 
or abroad. This business is not so dependent upon any single 
customer or group of customers that their loss would have a 
material adverse effect on the business’ sales and operating 
results. 


Production Locations 
The map below identifies the major production locations 
of this business segment. 


Energy 


The Products 
IMC’s energy operations produce natural gas, oil, and coal, 
and have plants under construction to produce uranium oxide. 
The table below shows sales by product line and operating 
earnings in millions of dollars for each of the last five years. 


Years ended June 30 1979 1978 1977 1976 1975 
Net sales: 

Gas and oil $62.4 $61.5 $35.3 $285 $2.8 
Coal 14.4 11.2 


$76.8 $72.7 $35.3 $28.5 $ 2.8 
Operating earnings (loss)* $ 7.6 $190 $9.7 $3.3 $¢ .1) 


*Operating earnings in 1979 included a $1.7 million provision for loss 


on the write-down of a facility. Earnings in 1979 also included an 
increase from 1978 of $5.5 million in gas and oil exploration 
expenses. In 1978, those earnings included a net gain of $5 million 
from the sale of certain gas and oil reserves and the write-off of 
other gas reserves. 
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Gas and Oi! 


Background 

IMC’s production of natural gas and oil began with the 
Company’s acquisition of Commercial Solvents Corporation 
(CSC) in May of 1975. At that time CSC owned gas-produc- 
ing properties and reserves, all within Louisiana. 

Since then IMC has increased these reserves, and added 
other domestic gas and oil reserves and production, through 
the purchase of properties and through the drilling and 
development of new wells. 

Proved Reserves Position 

IMC’s estimates of its net proved developed and 
undeveloped reserves at the end of 1979 amounted to 
5,210,000 barrels and 133,743 million cubic feet of 
natural gas. 

Estimated net proved reserves are estimates of reserves 
based on both operating and non-operating IMC interests in 
properties, but after deduction of royalty interests. See Ap- 
pendix A for information concerning changes in those reserves 
during 1979. 

Since June 30, 1979, there have been no major discoveries 
or other events that would materially affect the above esti- 


mates of net proved reserves. 
Production 


IMC’s production (net of royalties and production due 
other interests) of natural gas in 1979 amounted to 13,750 
million cubic feet, about the same as a year earlier. Production 
of oil, condensate, and natural gas liquids in 1979 amounted 
to 681,000 barrels compared with 653,000 barrels in 1978. 
See Appendix A for additional information concerning 
production. 

A substantial portion of estimated net gas production can 
be made available to IMC’s Sterlington, Louisiana, ammonia 
and nitroparaffin plants through the Company’s gathering 
system and through transportation agreements with gas pipe- 
line companies. In addition, gas supply can be made available 
to the Sterlington facilities under gas purchase contracts with 
producers and as royalty gas associated with IMC’s working 
interest production; in 1979, gas obtained from these sources 
amounted to 14,700 million cubic feet. In 1980, most of the 
Sterlington facility’s gas requirements are expected to be 
satisfied through long-term contracts with gas transmission 
companies. The balance of the facility’s anticipated require- 
ments, about 2 billion cubic feet of gas, are expected to be 
supplied from IMC’s net production. (See “Fertilizers— 
Ammonia” on page 25.) 

Risks 

IMC’s gas and oil operations are subject to all the risks 
normally incident to exploration for and production of gas 
and oil. These risks include blowouts, cratering, and fires, 
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each of which could result in damage to or destruction of 
wells or producing facilities, as well as damage to life or 
other property. 

IMC carries insurance against some of these risks, but is 
not fully insured against all risks either because insurance 
is not available or because the Company believes the premium 
costs are prohibitive. The Company also believes that the 
insurance presently in force is adequate. 

The map below locates Louisiana areas in which IMC has 
gas and oil exploration prospects, producing operations, and 
district offices. 


Additional Information 


For additional information on IMC’s gas and oil opera- 
tions, see Appendix A on page 58. 

Coal 

IMC produces metallurgical and steam coal near 
Elkhorn City, Kentucky, from properties the Company 
acquired in July, 1977. Headquarters for the operation is in 
Lexington, Kentucky. 

Metallurgical coal’s chemical and physical properties make 
it especially suitable for conversion into coke for steel 
industry use as a reducing agent and fuel in blast furnace 
operations converting iron ore into pig iron. 

Production capacity at the time of the acquisition was 
400,000 tons a year, a figure IMC has since increased to 
850,000 tons. 


However, the operations were shut down by an extended 
coal strike in the winter of 1978 and by a four-month rail 
strike in the first half of 1979. Additional shutdowns occurred 
in 1979 occasioned by cold winter weather and a shortage 
of rail cars. Increased competition in foreign markets and 
foreign imports of both metallurgical coal and coke brought 
on declining selling prices in 1978 and 1979. The U.S. steam 
coal market is oversupplied, with spot prices off $3 to $5 per 
ton from a year ago. The result was production of only 
226,000 tons of coal in 1978 and only 405,000 tons in 1979. 
Most of IMC’s coal has been sold in the spot market, where 
prices have been depressed. 

Recoverable reserves are estimated at more than 40 
million tons. 

Uranium Oxide 

The Company has four plants under construction in Cen- 
tral Florida to extract uranium oxide (U;O3) from phosphoric 
acid. Three of these plants are primary recovery units and 
the fourth is a final processing refinery. 

Uranium oxide, also called yellow cake, is a raw material 
which IMC will sell for upgrading into fuel for nuclear power 
plants. 

Phosphate rock is among the sources of uranium, with the 
uranium content varying from deposit to deposit. When 
Central Florida rock is converted into phosphoric acid, there 
is about a pound of uranium oxide in each ton of the acid 
(P20; equivalent). 

Following successful production at a pilot plant in 1978, 
IMC began construction of a primary recovery unit and a 
final processing refinery. The project, costing an estimated 
$50 million and scheduled for completion late in calendar 
1979, has a design capacity of about 700,000 pounds of 
uranium oxide a year. The construction site adjoins the Com- 
pany’s New Wales phosphate chemicals plant near Mulberry, 
Florida, with the uranium oxide to be extracted from phos- 
phoric acid made at that operation. 

Another 1.3 million pounds of capacity are expected to 
be on stream late in calendar 1980 with the completion of 
two primary recovery units IMC is building under an agree- 
ment with CF Industries, Inc. These units will be adjacent to 
two phosphate chemicals plants owned and operated by two 
subsidiaries of CF Industries. One of these CF plants is 
located near Bartow, Florida; the other is located near Plant 
City, Florida. 

These two recovery units are expected to cost $100 million 
to construct and will extract uranium oxide from CF’s phos- 
phoric acid production at those plants. The oxide will then be 
transported to IMC’s refinery for final processing. Under 
the agreement with CF, IMC will extract and purchase CF’s 
uranium oxide over a 12-year period. 


In 1979 IMC entered into eight long-term contracts to 
supply uranium oxide for nuclear power plants. These con- 
tracts, each for 12 years, account for all of the two-million- 
pounds-a-year design capacity of the recovery projects under 
construction. Two of the contracts are with Florida Power & 
Light Company and total an estimated 900,000 to 1 million 
pounds of uranium oxide a year over the 12-year period. Two 
other contracts are with The Tennessee Valley Authority 
(TVA) and total about 850,000 pounds of uranium oxide a 
year. The remaining contracts, with four New England elec- 
tric utilities, are for a total of 250,000 to 300,000 pounds of 
uranium oxide per year. 

Shipments under the contracts are scheduled to begin in 
the fall of 1979 at delivered prices that will be determined 
annually as of July 1 and, in general, will be the higher of (a) 
the market price less a defined discount or (b) a floor price 
subject to defined cost escalations. 

The Market 

With the exception of supplying natural gas used internally 
for the production of ammonia, the energy segment’s products 
are sold to unaffiliated customers in the United States under 
short- and long-term contracts or similar arrangements. 
Production Locations 

The map below locates IMC’s gas, oil, and coal operations, 
and the uranium oxide projects. 


Chemicals ket. Profitability has also been affected by rapidly increasing 
costs for electricity, the major cost in the production of 
electrochemical products. 
Industrial Chemicals 

IMC’s industrial chemicals operations include the produc- 
tion and sale of methylamines, polyols, and other specialty 
organic chemicals. Industries served include industrial coat- 
ings and finishes, textiles and fibers, rubber, agricultural 
chemicals, water treatment, pharmaceutical, and specialty 


The Products 

IMC is a producer of both basic and specialty chemicals. 
For the most part, product lines consist of portions of opera- 
tions of two IMC acquisitions Commercial Solvents Corpo- 
ration in 1975 and Sobin Chemicals, Inc., in 1974. 

The table below shows chemicals sales by product line and 
operating earnings in millions of dollars for each of the last 


eas. chemicals. 

Years ended June 30 19791978 19771976 1975 In July, 1979, the Company also became a producer of 

Net sales: methanol in a joint venture with Ashland Chemical Company, 
Bee eae es 5 ae 5 Do : aoe 8 a ; oe a division of Ashland Oil, Inc. IMC and Ashland each own a 
Teen ainerals 164 139 113 92 73 50 percent interest. Production, which is for both market and 
Nitroparaffins 449 403 414 309 3.5 internal requirements, is at a purchased plant in Plaquemine, 
a caret ie re ae E : 3 Louisiana. The plant is being retrofitted to increase capacity 
TTT 0D $249.7 $2355 $2106 siig ANd improve production efficiencies. Upon completion of the 
Operating earnings** = $ 23.0 $ 17.8 $275 $219 S174 work in 1981, annual design capacity will range from 100 


*Net sales prior to 1979 include sales of a trading operation sold late 
in 1978. The trading operation’s sales were about $40 million in both 
1978 and 1977 and $24 million and $35 million in 1976 and 1975, 
respectively. 


**Operating earnings in 1978 were reduced by charges aggregating 
$3.4 million relating to closing of facilities and the sale of the trading 
operation referred to above. The trading operation’s contribution to 
earnings was not material. In 1976, those earnings were adversely 
affected by nitroparaffin production problems that prevailed during 
most of that year. 


Electrochemicals 


Several IMC products are made through the electrolytic 
decomposition of salts, primarily for sale to the chemical 
processing, detergent, agricultural, and pulp and paper indus- 
tries. For one of these products, caustic potash, the Company 
believes it is among the largest of the U.S. producers, with a 
market share of about 35 percent. Other major IMC electro- 
chemicals are chlorine, caustic soda, sodium chlorate, 
muriatic acid, and chloropicrin. 

IMC produces electrochemicals at Orrington, Maine, and 
Ashtabula, Ohio. IMC also markets electrochemicals pro- 
duced at a Niagara Falls operation that is a 40 percent-owned 
joint venture operated by Hooker Chemical Company. 

Sodium chlorate production, part of the operations at 
Orrington, Maine, began in November of 1978 with the 
completion of a $15 million, 40,000-ton-a-year facility. 
Since start-up, this plant has been operating at a rate signifi- 
cantly below capacity. 

The profitability of the electrochemical business has been 
adversely affected by a current oversupply of chlorine, caustic 
soda, and particularly sodium chlorate in the Northeast mar- 
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to 125 million gallons. IMC does not expect any material 
disruption of current production levels of 80 million gallons 
during this program. 

Industrial Minerals 

The Company is a major North American miner and 
processor of two kinds of feldspathic materials, sold prin- 
cipally to the glass and ceramics industries. The specific 
products are feldspar, produced at Spruce Pine, North 
Carolina, and nepheline syenite, produced at Blue Mountain, 
Ontario, Canada. The North Carolina and Ontario reserves 
are each estimated to be sufficient to support present rates of 
production for about 70 years. 

IMC also mines and processes fuller’s earth at Blue Moun- 
tain, Mississippi. Fuller’s earth is a clay mineral used mainly 
as an oil and grease adsorbent and as a soil conditioner. 
Reserves are estimated to be sufficient to support present 
rates of production for about 20 years. 

Nitroparaffins 

IMC was the world’s first producer of the four basic nitro- 
paraffins (NPs) and their derivatives, and the Company 
believes that it remains the only commercial manufacturer. 
These products, based on propane, consist of a family of 
such organic compounds as nitromethane and nitroethane. 
They serve a variety of industrial uses. Other chemical pro- 
ducers and pharmaceutical companies are the major 
customers. 

IMC purchases the propane for nitroparaffin production . 
on short- and long-term contracts. No curtailment of deliveries 
is anticipated. 

NPs and their derivatives are produced by the Company 
at Sterlington, Louisiana. Some of the derivatives are also 
produced at IMC plants in Terre Haute, Indiana, and in 
Ibbenbiiren, West Germany. Annual production capacity 


for basic NPs is more than 90 million pounds; 66 million 
pounds were produced in 1979. 

The four basic NPs are manufactured concurrently in 
essentially fixed ratios. The availability of two of the basic 
NPs has substantially exceeded the demand for them. See 
also “Item 5—Legal Proceedings” for a description of cer- 
tain water pollution matters at Sterlington that primarily 
involve the production of nitroparaffins. Water treatment 
facilities that involve new technology are under construction, 
and IMC believes that by July 1, 1980, the effluent limitations 
will be met. 

Ina 1977 study, the National Institute for Occupational 
Safety and Health (NIOSH) concluded that it would be 
prudent to handle one of the four basic NPs, 2-NP, in the 
workplace as if it were a human carcinogen. IMC sponsored 
its own tests in which toxicologists concluded that 2-NP pre- 
sents no unusual risks when properly used in coatings and 
inks; IMC supports this conclusion. 

However, on the basis of the NIOSH study, on December 1, 


1978, the Food and Drug Administration published a proposal 


to ban 2-NP as a component of adhesives intended to contact 
food and to list it as a substance prohibited from addition 

to human food. IMC has filed comments opposing the pro- 
posal. At this time it is not known what action the FDA will 
take. Until a final regulation is issued by the FDA, the Com- 
pany cannot determine its effect on the Sterlington operations. 

In addition, IMC also conducted a mortality study of 
employees at its Sterlington plant which does not suggest 
any unusual cancer or other disease pattern, either before or 
after the beginning of 2-NP production. 

Industrial Explosives 

The Company produces a broad line of industrial explo- 
sives, blasting supplies, and related materials, with IMC’s 
nitroparaffins serving as an important raw material for some 
of the explosives. Marketed under the Trojan brand name, 
these products are used principally in construction, mining, 
quarrying, and geologic exploration. 

Production plants are at Wolf Lake, Illinois, and Spring- 
ville, Utah. 

Thermal Carbon Black 

IMC produces thermal carbon black from the decomposi- 
tion of natural gas. Major customers are producers of plastic 
and rubber products, to which carbon black lends special 
qualities of flex and tensile strength. 

Production capacity of a plant at Medicine Hat, Alberta, 
Canada, is 40 million pounds a year. Natural gas is supplied 
to the plant under a contract at a cost considered favorable 
under existing economic conditions. This contract expires in 


1983, and at IMC’s option may be renewed for an additional 
10 years at a price to be negotiated at the time of renewal. 
The Market 

IMC’s chemicals compete with identical, similar, or sub- 
stitute products. This business is not so dependent upon any 
single customer or group of customers that their loss would 
have a material effect on this segment’s sales and operating 
results. 

Most of the chemicals products are marketed through IMC 
sales offices, warehouses, and terminals. In some cases sales 
are made through agents and distributors. 

Production Locations 

The map below identifies IMC’s major North American 

chemicals production locations. 


Industrial Products 


The Products 
IMC is an international supplier of a variety of industrial 


products, principally to the steel and foundry industries. Some 


of these products are mined and refined, some are bought for 
resale, and others are produced from raw materials that 
are purchased. 


The table below shows sales by product line and operating 
earnings in millions of dollars for each of the last five years: 


Years ended June 30 1979 1978 1977 1976 1975 
Net sales: 
Carbon products $199.5 $169.9 $182.0 $167.8 $210.6 
Ferroalloys and metals 133.5 129.3 135.9 128.6 161.7 
Foundry products 59.1 53.0 40.7 34.5 327 
Other (includes product 
lines divested in 1977) 12.6 20.3 28.9 
$392.1 $352.2 $371.2 $351.2 $433.9 


Operating earnings $ 30.5 $ 33.4 $ 34.0 $ 37.1 $ 45.2 
Carbon Products 

IMC believes that it is the world’s largest supplier of green 
petroleum coke, a solid by-product of oil refining. The Com- 
pany buys the coke from petroleum refineries in the United 
States and Europe, and resells it. Some of this material is 
used to produce calcined petroleum coke. Most of the sales 
are to the foreign steel industry and to the North American 
cement and utility industries. 

Steel industry customers combine the green petroleum coke 
with coking coal to produce blast furnace coke; cement pro- 
ducers and utilities combine it with coal for their energy needs. 

IMC’s petroleum coke sales to the international market 
in 1979 were up 17 percent from 1978, reflecting modest 
increases in foreign steel production. Sales to domestic cement 
makers and utilities decreased 8 percent. Operating earnings 
declined from a year ago as the result of increased competi- 
tion from suppliers of other fuel sources, primarily coal. 

IMC’s carbon products also include calcined petroleum 
coke, which is green petroleum coke from which the gaseous 
material and moisture have been removed in high temperature 
furnaces. Major customers for calcined coke are domestic and 
foreign manufacturers of carbon anodes for aluminum 
production. 

Ferroalloys and Metals 

The Company supplies ferroalloys, chrome and other 
metallic ores, and fluxing materials to the steel and foundry 
industries, domestically and abroad. 

About half the sales are made with IMC acting as agent for 
other producers, with the other half coming from materials 
supplied by wholly or partly owned IMC properties. These 
properties consist of chrome and fluorspar mines, and plants 
producing ferrosilicon, ferromanganese, and specialty 
ferroalloys. 

Two ferrosilicon plants and a chrome ore mine are the 
largest operations. 

Ferrosilicon is produced at Bridgeport, Alabama, and at 
Kimball, Tennessee. The Bridgeport operation, the larger of 
the two, is a joint venture operated by IMC in partnership 
with Allegheny Ludlum Industries. IMC has a 75 percent 
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interest. This plant operated at 91 percent of its practical 
capacity of 72,000 tons of 50 percent ferrosilicon equivalent 
in 1979. 

Production at Kimball increased 12 percent during the year, 
from 16,300 tons of 75 percent ferrosilicon equivalent in 1 978 
to 18,300 tons in 1979. In 1979, production equalled 100 
percent of Kimball’s practical capacity. 

Total ferrosilicon operating earnings were adversely 
affected in 1979 and 1978 primarily because of higher 
energy costs. Competitive price pressures also adversely 
affected 1978 results. 

IMC owns a chrome ore mine in the Republic of South 
Africa. The investment in this operation is approximately 
$8 million, with an annual production capacity of 500,000 
metric tons. Total reserves of chrome ore owned by the 
Company near this mine are estimated to be 14.5 million 
metric tons or an amount sufficient for about 29 years of 
operations at current production rates. Producers of stainless 
steel are the major customers. Earnings from this operation 
declined significantly due to a decrease in chrome ore prices. 

In fluxing materials, IMC’s major product is an olivine- 
derived slag conditioner for steel industry blast furnaces. The 
Company produces and markets this product under the Oliflux 
brand name. 

About 75 percent of IMC’s ferroalloys and metals products 
is sold in the United States, with European customers account- 
ing for most of the balance. 

Foundry Products 

IMC believes it is a major U.S. producer of a family of 
products sold primarily to the North American automotive 
and machine foundries. These products are sand-binding 
resins and oils, molding sand additives, bonding clays, facing 
sands, refractory mixes, and coremaking machinery. 

Most of the raw materials come from Company bentonite 
and olivine mines. Bentonite is a moisture-absorbent clay; it 
is used in foundries as a bonding clay and as an ingredient in 
facing sands and refractory mixes. Olivine is a heat-resistant, 
fine-grained sand; its chief foundry use is in making precision 
castings. It is also the raw material from which IMC produces 
the Oliflux brand of slag conditioner. 

Both bentonite and olivine are surface-mined. The bentonite 
operations are at Colony, Wyoming, and Aberdeen, Missis- 
sippi. Annual design capacity at Colony was increased by 33 
percent in 1979, from 240,000 tons of product to 320,000 
tons. The project also included a change from natural gas to 
coal as an energy conservation measure. At current rates of 
production, the life of the Colony reserves is estimated to be 
approximately 16 years. For Aberdeen reserves, the estimate 
is 17 years. 


Olivine is mined at three locations—near Hamilton, Wash- 
ington, and at Burnsville and Addie, North Carolina. At cur- 
rent rates of production, the life of the reserves is estimated 
at 200 years for Hamilton, 14 years for Burnsville, and 20 
years for Addie. 

This business segment also makes resins and emulsions 
for the paint and coating industries. 

The Market 

The industria! products line of business is not dependent 
upon any one customer or a few customers whose loss would 
have a material effect on this segment’s operating results. 
Production Locations 


The map below identifies the major North American pro- 
duction locations for industrial products. 


International Operations 

IMC’s foreign subsidiaries, principally IMC-Canada, con- 
tributed about $56 million to consolidated net earnings in 
1979 compared with $30 million in 1978. Those earnings 
represented 46 percent and 25 percent of consolidated net 
earnings in 1979 and 1978, respectively. IMC-Canada con- 
tributed 67 percent in 1979 and 45 percent in 1978 of the net 
earnings of foreign subsidiaries. There are no other significant 
foreign subsidiaries. 

Foreign operations and investments may be affected by 
exchange controls, currency fluctuations, and nationalistic 


laws or policies of particular countries, as well as by laws and 
policies of the United States affecting foreign trade and invest- 
ment. For further information concerning foreign operations 
and business, see the following captions in Item 1: 

Heading Matter 


Export sales of phosphate rock. i 
Potash operations in Canada and 

taxation by Saskatchewan 

government. 
Plant in West Germany; Canadian 


Fertilizers—Phosphate Rock 
Fertilizers—Potash 


Chemicals—NPs and Carbon 


Black operations. 
Chemicals—Industrial Minerals Nepheline syenite operations in 
Canada. i 


Industrial Products— Export sales of petroleum coke. 
Carbon Products 
Industrial Products— 


Ferroalloys and Metals 


Export sales; chrome ore mine in 
South Africa. 


See also “Operations by Geographic Area” in Notes to 
Consolidated Financial Statements for additional information. j 


Working Capital 
Business Segment Requirements | 

The working capital requirements for inventory in each j 
of IMC’s five business segments are not materially affected | 
by seasonal or other factors except for mixed fertilizers in the 
fertilizer segment. Sales of that product are largely concen- 
trated in the spring season. As a result, in the early spring, a 
relatively high level of inventory is required to meet antici- 
pated customers’ demand for the product. 

IMC does not extend long-term credit to customers. The 
Company believes this non-extension of credit as well as its 
business segment working capital requirements are not 
materially different from the practices of its competitors. 
Consolidated Requirements 

From time to time, the Company has entered into short- 
term borrowing arrangements for the temporary financing 
of its business segments’ working capital requirements and į 
capital expenditures. 


Other Activities i 


Exploration 

The Company is engaged in continuous exploration as part 
of its program to acquire the mineral and natural gas resources 
that are basic to its businesses. 

(See “‘Fertilizers—Phosphate Rock” on page 20, “Fertil- 
izers—Potash” on page 23, and ““Energy—Gas and Oil” 
on page 28.) 

Exploration activities are carried out by IMC geologists 
and through subsidiaries and joint ventures. The cost of these 
projects, which are currently all in North America, was about 
$8.8 million in 1979 and $4.5 million in 1978. 


Research and Development 
IMC performs applied research in various fields. These 
fields are: 
Plant nutrition and fertilizer technology. 
Animal health and nutrition. 
Industrial minerals and chemicals technology. 
Chemical processes. 
Mineralogy and uranium processing. 
Foundry materials and products. 
Pollution monitoring and control. 
The Company’s research and development expenses were 
about $6.6 million in 1979 and $7.4 million in 1978. 
Environmental Matters 
IMC is subject to various environmental laws of federal 
and local governments in the United States and Canada. The 
Company does not believe these laws and regulations have 
had any significant adverse effect on its business, but it cannot 
predict what effect any future laws and regulations may have. 
(See also “Item 5—-Legal Proceedings” on page 37 and 


“Fertilizers—Florida Environmental Matters” on page 22.) 
Expenditures 


Most of IMC’s environmental capital expenditures are in 
response to provisions of the U.S. Clean Air Act of 1970, 
the U.S. Water Pollution Control Act Amendments of 1972, 
and the air and water protection regulations of the various 
localities, states, and Canadian provinces in which IMC 
operates. 

The expenditures are primarily for air emission control, 
wastewater purification, land reclamation, and solid waste 
disposal. The amount of these expenditures has increased 
tenfold in the last six years—from less than $4 million in 
1974 to about $40 million in 1979. 

IMC’s environmental capital expenditures have averaged 
about $35 million a year for the last three years. The Com- 
pany expects that these capital expenditures will remain at 
about the same annual levels in each of the next three years. 
Fuel Supplies 

The Company has experienced moderate difficulty in 
obtaining fuel supplies to meet the needs of its fertilizer and 
industrial plants. Supplies available under long-term contracts 
and blanket purchase orders for a year or more were not 
curtailed in 1979, but there were some curtailments on 
annual contracts. The Company also experienced increased 
fuel requirements in 1979. 

Shortages of natural gas have, from time to time, made it 
necessary to shift to oil at the Florida phosphate operations 
and some other locations. The shift has had no adverse effect 
on production volume, but has increased production costs. 

(See “Fertilizers—Ammonia” on page 25 for information 
on gas requirements for making ammonia. ) 
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Although IMC does not foresee any fuel shortages that 
could materially affect its operations, a prolonged oil embargo 
could have such an effect. 

Employees 

IMC had 10,300 employees at June 30, 1979, compared 
with 9,900 at June 30, 1978. Of the number of employees at 
June 30, 1979, approximately 3,800 were salaried and 5,800 
hourly. The remaining 700 were classified as temporary or in 
other categories of service. 

Labor Relations 

The Company has 39 collective bargaining agreements 
with seven international unions or their affiliated locals. 
Thirteen agreements covering 41 percent of the hourly work 
force were negotiated during 1979. Resulting wage and 
benefit increases were consistent with competitive industry 
and community patterns. Eighteen agreements covering 47 
percent of the hourly workers will expire in 1980. 


Item 2. Summary of Operations 


The summary of operations and per share data for the five 
years ended June 30, 1979, (not reported on herein by inde- 
pendent public accountants) appear at right. The summary 
should be read in conjunction with IMC’s consolidated finan- 
cial statements and notes to such financial statements appear- 
ing elsewhere herein and management's analysis of earn- 
ings change. 


Analysis of Earnings Change 

Sales in 1979 increased $110 million (8 percent) over 1978 
after an $84 million (7 percent) increase in 1978 over 1977. 
These sales increases resulted from both higher volumes and 
higher prices. In 1979, gross margins—sales less cost of 
goods sold—decreased to 21.8 percent compared with 23.6 
percent in 1978. Inflationary cost increases, particularly for 
energy, were the major factors causing the decline in 1979 in 
this percentage. The 1978 gross margin percentage was one 
percentage point higher than 1977, primarily from higher 
volumes and consequent lower per unit costs. 

Fertilizer sales increased $66 million (10 percent) in 1979 
compared with 1978 after a $91 million (15 percent) increase 
in 1978 over 1977. Operating earnings in 1979 increased $21 
million (13 percent) after a $31 million (23 percent) 
increase in 1978 over 1977. Most of 1979’s sales and earn- 
ings increases resulted from higher prices for potash and 
higher volume for potash, phosphate chemicals, and mixed 
fertilizers. These gains were partially offset by two factors: 
lower 1979 sales and earnings from ammonia following the 
shutdown in June, 1978, of one of IMC’s two ammonia plants; 
and a $12 million increase in Saskatchewan mining fees and 
taxes. Operating earnings in 1979 also benefitted from a net 
gain from some significant items—a $24 million pre-tax gain 


Years ended June 30 


Summary of Operations (In millions except per share amounts) 
Revenues 

Operating costs and expenses 

Interest charges 

Earnings before income taxes and extraordinary items 
Provision for income taxes 

Earnings before extraordinary items 

Extraordinary items—loss carryforward tax credits 
Net earnings 

Preferred stock dividend requirements 

Net earnings for common shares 

Per Share Data 

Primary earnings—before extraordinary items 
Primary earnings—net 

Fully diluted earnings—before extraordinary items 
Fully diluted earnings—net 


Common dividends 
Book value 


Average shares—primary 
Average shares—fully diluted 


1979 1978 1977 1976 1975 
$1,519.3 1,394.3 1,296.5 1,278.5 1,331.7 
1,270.2 1,158.3 1,097.5 1,023.5 1,033.8 
35.3 37.1 34.9 29.8 23.3 
213.8 198.9 164.1 2252 274.6 
93.0 78.8 55.9 90.0 112.9 
120.8 120.1 108.2 135.2 161.7 
4.2 

120.8 120.1 108.2 135.2 165.9 
4 4 8 1.2 1.9 
120.4 119.7 107.4 134.0 164.0 
6.72 6.61 6.09 7.73 9.90 
6.72 6.61 6.09 7.73 10.16 

* i * 7.38 8.89 

À s * 7.38 9.13 

2.80 2.60 2.45 2.10 1.38 
43.62 39.66 35.64 31.94 25.89 
17.9 18.1 17.6 17.3 16.1 

* s b 18.3 18.2 


*Fully diluted earnings per share is based on primary earnings per 
share, adjusted principally for the assumed conversion of debentures 
and preferred stock convertible into IMC common stock and for 


from the sale of mineral reserves in Canada less pre-tax loss 
provisions amounting to $15 million on the ammonia plant 
that had been shut down and on certain other facilities. Most of 
1978's sales increase was attributable to higher shipments of 
phosphate rock and phosphate chemicals and increased ship- 
ments from the production of ammonia at a second plant that 
came on stream in the last half of 1977. Increased sales of 
phosphate rock to overseas markets was the principal con- 
tributor to the 1978 earnings improvement. 

Animal products sales increased $31 million (30 percent) 
over 1978 after an increase of $6 million (6 percent) over 
1977. Operating earnings in 1979 increased almost $4 million 
(16 percent) over 1978 (or an increase of a little less than 
$8 million or 41 percent excluding 1978’s $4 million gain 
from the sale of an old animal feed ingredients plant). Oper- 
ating earnings in 1978 (including the $4 million gain men- 
tioned above) were nearly $2 million higher than 1977. Most 
of 1979's sales and earnings increase was attributable to the 


interest and dividends on those debentures and preferred stock. 
Fully diluted earnings per share in 1979, 1978, and 1977 was not 
materially less than primary earnings per share. 


first full year of operations at a new phosphate feed ingredients 
plant and a 30 percent increase in shipments of Ralgro, a 
growth-promoting implant for animals. In 1978, sales of 
Ralgro increased substantially over 1977 levels and that 
product’s earnings contribution almost offset lower earnings 
from sales of feed ingredients that were caused primarily by 
higher depreciation charges on two new feed ingredients 
plants. 

Chemicals sales declined $39 million (16 percent) from 
1978 levels after an increase in 1978 of $14 million (6 per- 
cent) over 1977. Operating earnings in 1979 increased 
slightly more than $5 million (29 percent) over 1978 after 
a decline in 1978 of $10 million (35 percent) from 1977. 
The 1979 sales decline resulted from the sale late in 1978 
of a trading operation. The 1979 increase in operating earn- 
ings was caused by higher shipments by the Company’s 
Canadian carbon black operations and the cost reductions 
from the consolidation of the segment’s management in a 
single headquarters. These pluses were partially offset by 
significant increases in energy costs. Much of the 1978 earn- 
ings decline related to lower prices for chlorine and caustic 


soda as well as lower volume and higher costs for carbon 

black products. In addition, 1978 earnings included provisions 
for losses related to the relocation of an office facility and a 
plant closing. 

Energy sales in 1979 increased $4 million (6 percent) over 
1978; sales in 1978 increased $37 million, more than doubling 
1977 sales. Operating earnings decreased more than $11 
million (60 percent) after an increase of $9 million, almost 
100 percent, in 1978 over 1977. Earnings in 1979 declined 
as a result of a more than $5 million increase in gas and oil 
exploration expenses, low prices for coal, and a $1.7 million 
pre-tax provision for loss on the write-down of a facility. 

In addition, 1978 operating earnings included a net pre-tax 
gain of about $5 million from the disposal of certain gas and 
oil properties. Earnings in 1978 were also higher than 1977 
due to higher volumes and prices for gas and oil. Higher vol- 
umes for those products were primarily the result of a series 
of acquisitions of gas and oil interests that began late in 1976. 
Part of the 1978 earnings improvement was offset by a nearly 
$2 million loss from coal mining operations. Most of that loss 
was the result of the closing of IMC’s mines during the United 
Mine Workers’ strike that lasted nearly five months. 

Sales of industrial products in 1979 increased almost $40 
million (11 percent) over 1978 after a decrease of $19 
million (5 percent) in 1978 from 1977. Operating earnings in 
1979 decreased $3 million (9 percent) from 1978. Earnings 
in 1978 were about the same as in 1977. Most of the 1979 
sales increase was in carbon products, but year-to-year profits 
from this product declined from competitive price pressures 
coupled with higher costs. Earnings in 1979 also declined as 
a result of significant reductions in chrome ore prices. 

Interest earned and other income, net in 1979 increased 
primarily from the previously mentioned gain on the sale of 
Canadian mineral reserves. In 1978, the increase over the 
prior year was due primarily to the gains on the sale of a feed 
ingredients plant and the disposal of certain oil and gas 
reserves described above. 

In 1979, selling, administrative, and general expenses were 
almost the same as a year earlier as cost saving measures, 
including the consolidation of the management of the chem- 
icals business in a single headquarters, just about offset the 
effect of inflationary pressures on salaries and purchased 
goods and services. Those pressures were primarily responsible 
for the 1978 increase of $9 million (9 percent) over 1977. 

Interest charges in 1979 declined $2 million from 1978 
due to lower average borrowings, both short- and long-term. 
In 1978, interest charges increased $2 million over 1977 
due to higher average short-term borrowings. 

Income taxes in 1979 were higher than a year earlier 
because of higher earnings and a higher effective tax rate 
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(43.5 percent vs. 39.6 percent). The higher rate was caused 
primarily by an increase in minimum taxes, the tax effects of 
the write-down of the ammonia plant and of the sale of 
Canadian mineral properties, and an increase in non-deduct- 
ible Saskatchewan mining fees and taxes. Income taxes were 
higher in 1978 as a result of higher earnings and a higher 
effective tax rate (39.6 percent vs. 34.1 percent). Most of 
the 1978 increase in the effective tax rate was due to lower 
investment tax credits and U.S. foreign tax credits and 

higher provisions for withholding taxes on earnings of 

foreign subsidiaries. 

Earnings per share in 1979 increased 11 cents (2 percent) 
over 1978 after a 52 cents (9 percent) increase in 1978 over 
1977. In addition to increases in earnings, per share earnings 
were affected by a decrease in 1979 in the average number 
of common and common equivalent shares outstanding com- 
pared with 1978 that was due to a net increase in treasury 
stock. In 1978, those average shares increased over the 
previous year. The average amount outstanding of such 
shares in the last three years was: 17.9 million in 1979, 

18.1 million in 1978; and 17.6 million in 1977. 


Fourth Quarter Operations 
A summary of fourth quarter results of operations is as 
follows (in millions except per share amounts) : 


1979 1978 

Net sales $437.4 $396.4 

Gross margins 100.8 89.3 

Earnings before income taxes 62.1 53.3 

Net earnings 36.5 31.7 
Earnings per common and common 

equivalent share $ 2.03 § 1.75 


Fourth quarter sales increased $41 million (10 per- 
cent) ; net earnings increased almost $5 million (15 percent) 
from a year ago. The year-to-year sales and earnings improve- 
ment was mainly the result of higher shipments of fertilizer 
materials and animal products. A net gain in 1978’s fourth 
quarter from the disposal of certain gas and oil properties was 
largely offset by the chemicals segment’s provisions for losses 
that related principally to the closing of facilities and the sale | 
of certain operations. 

This year’s fourth quarter sales were $63 million (17 per- 
cent) higher than sales in the third quarter; net earnings 
increased $4 million (12 percent). Most of the net sales and 
earnings improvement was the result of a seasonal increase 
in the sales of mixed fertilizers, higher prices for potash, and 
increased sales of animal products and petroleum coke. 

The effective tax rate in the fourth quarter was 41.2 per- 
cent, slightly higher than last year’s fourth quarter rate of 40.5 
percent. The effective tax rate in this year’s third quarter was 


49.3 percent. The higher rate in that quarter in comparison 
with the fourth quarter was caused principally by the tax 
effects of the third quarter sale of Canadian mineral properties 
and the write-down of an ammonia plant. 


Item 3. Properties 


Information about IMC’s plants and properties will be 
found in Item 1—Business. 


Item 4. Parents and Subsidiaries 


Signif icant Subsidiaries 
The significant subsidiaries of IMC are listed below. They 
are all 100 percent owned, and they are all included in the 


Company’s consolidated financial statements. A a 
Jurisdiction of 


Incorporation 


Cancarb Limited Canada 
Continental Ore Corp. Luxembourg Luxembourg 
IMC Coal Development Corporation Delaware 
Crescent Industries, Inc.* Kentucky 
Southern Elkhorn Coal Corporation* Kentucky 
IMC Development Corporation Florida 
IMC Exploration Company Maryland 
International Minerals & Chemical Corporation 
(Canada) Limited Canada 
Lavino South Africa (Pty.) Ltd. South Africa 
New Wales Chemicals, Inc. Delaware 


*The voting stock of these two subsidiaries is held by IMC Coal 
Development Corporation. 


A number of subsidiaries and corporate joint ventures are 
not shown, but even as a whole they would not constitute a 
significant subsidiary. 


Item 5. Legal Proceedings 


Coastal Petroleum Litigation 

As previously reported, Coastal Petroleum Company sued 
IMC in November, 1977, in the United States District Court 
for the Northern District of Florida, seeking $800 million in 
damages plus unspecified punitive damages. This suit alleges 
that IMC has wrongfully mined phosphate and uranium in 
certain lands in Central Florida on which Coastal claims to 
hold mineral rights under a lease from the state of Florida. 

Similar actions have been filed by Coastal against most of 
the other phosphate rock producers in Florida. Coastal’s 
lease allegedly covers minerals in the bottoms of certain 
rivers and water bottoms adjacent to these rivers in Florida, 
and connecting sloughs, arms, and overflow lands. As lessee 
from the state of Florida, Coastal named the state as an 
involuntary plaintiff. 

IMC is vigorously contesting all of these claims, and 
believes that it has not mined any minerals subject to Coastal’s 
lease or under any state lands. IMC has also asserted various 
legal defenses that it believes will ultimately be found to be 


valid, notwithstanding the District Court’s denial in January, 
1979, because of unresolved factual issues, of the then applic- 
ability of certain of these defenses. This litigation continues 

in the discovery stage and is likely to remain so for some 

time. IMC’s outside legal counsel continues to be of the 
opinion that on the law and on the facts, as presently under- 
stood, IMC is entitled to prevail. 

On January 26, 1979, Coastal sued IMC and Mobil Oil 
Corporation in the United States District Court for the 
Northern District of Florida, claiming that IMC and Mobil 
violated Sections 1 and 2 of the Sherman Act pursuant to an 
alleged combination or conspiracy between them and with 
other unnamed phosphate companies to allocate the acquisi- 
tion and use of, and to attempt to monopolize, land areas in 
Florida for phosphate mining. Coastal contends that it has 
been damaged in an unspecified amount because IMC and 
Mobil, as a part of the alleged conspiracy, allegedly refused 
to enter into agreements with Coastal to mine phosphate 
from the lands covered by Coastal’s lease from the state of 
Florida. Coastal seeks to recover three times its alleged 
actual damages. 

In February, 1979, Coastal added two agencies of the 
state of Florida as involuntary plaintiffs. A motion by IMC 
and Mobil to drop these agencies as involuntary plaintiffs 
was orally granted by the district judge on July 13, 1979, sub- 
ject to entry of a written order. At the same time, the district 
judge orally denied the motion of IMC and Mobil to dismiss 
the complaint for failure to state a claim and for lack of the 
requisite effect upon interstate commerce. A written order 
has not as yet been entered, but is anticipated. 

IMC also anticipates that, by a further amendment to the 
complaint, the state agencies will be joined as additional 
defendants and will remain in the case to assess the state’s 
interests, if any, at least through the discovery stage of the 
litigation. IMC is contesting Coastal’s claims and has no 
reason to believe that there is any merit to them. 

(Also see ““Potash—Saskatchewan Taxes” on page 24, and 
in Notes to Consolidated Financial Statements, “Saskatchewan 
Matters” and “Antitrust Proceedings” on page 52.) 
Environmental Proceedings 

There are four administrative or judicial proceedings pend- 
ing or threatened under federal, state, or local provisions 
regulating the discharge of materials into the environment or 
otherwise relating to the protection of the environment. 

As previously reported, a suit brought by the United States 
in February, 1976, in the United States District Court for the 
Western District of Louisiana, alleging violation of a National 
Pollutant Discharge Elimination System (NPDES) permit for 


the Sterlington, Louisiana, facilities, was settled by the entry 
of aconsent decree in May, 1978. Among other things, the 
decree imposes stringent effluent limitations effective July 1, 
1980, a schedule for compliance with these limitations, and a 
penalty of $1,000 per day until compliance is achieved. Ap- 
proximately $15 million is being expended at the Sterlington 
plant to achieve compliance, and compliance is expected on 
or before the July, 1980, date. 

In April, 1978, IMC received a notice of violation from 
the U.S. Environmental Protection Agency (EPA) which 
asserted that discharges from IMC’s Ashtabula, Ohio, plant 
exceeded NPDES permit limitations. The notice indicated 
that if the Ohio EPA did not commence appropriate enforce- 
ment action, the U.S. EPA might do so. Subsequent investiga- 
tion by IMC indicated that certain discharges from the plant 
were not correctly monitored and reported to the Ohio EPA, 
as required by the permit, and that records were not kept in 
accordance with the provisions of the permit. These findings 
were reported to the Ohio EPA. Since then, there has been 
a series of discussions with the Ohio EPA regarding these 
matters. At present, absent operator error, equipment failure, 
and process upset, IMC believes that it has eliminated non- 
complying discharges. However, IMC is informed that the 
matter has been referred by the Ohio EPA to the Ohio 
attorney general’s office, which is investigating. Some type 
of enforcement action may be taken. 

On June 29, 1979, the Illinois EPA informed the Com- 
pany of a possible enforcement action because of alleged 
noncompliance by IMC’s Wolf Lake, Illinois, plant with 
limitations in its NPDES permit and because of an ammonium 
nitrate spill. The matter is currently under discussion with the 
authorities. If enforcement action is taken, the proceedings 
will be before the Illinois Pollution Control Board. 

As previously reported, IMC and various other phosphate 
mining companies in Florida succeeded late last year in their 
appeal to the District Court of Appeals, First District, state of 
Florida, from the action of state administrative agencies in 
promulgating a rule in 1976 which would have limited and 
regulated (unduly in IMC’s view) the discharge of waste 
materials from phosphate rock mining operations into certain 
waterways in Florida. The District Court of Appeals held that 
the rule was null and void. The state has appealed the decision 
to the Supreme Court of Florida, and the appeal is pending. 

Although the foregoing environmental matters, individually 
or collectively, are not material when viewed against IMC’s 
overall business and financial condition, each is important 
because of IMC’s intent to conduct its business with due 
regard for the environment. 
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The Company is pursuing all feasible efforts to comply with 
the Sterlington decree and to bring the other matters to con- 
clusions that are consistent both with the nature of its opera- 
tions and with the protection of the environment. 

(Also see “Florida Environmental Matters” on page 22.) 


Item 6. Increases and Decreases in Outstanding 


Securities and Indebtedness 


Number of Shares 


Treasury 
Issued Stock 
Common Stock, par value $5 per share: 
Balance, June 30, 1978 18,228,388* 295,797 
Exercise of stock options 2,257 ( 19,815) 
Conversions of 4% subordinated debentures 34,355 
Contribution of shares to employee stock 
ownership plan ( 24,034) 
Purchase of treasury stock 124,400 
Balance, June 30, 1979 18,265,000* 376,348 
4% Cumulative Preferred Stock, par value 
$100 per share: 
Balance, June 30, 1978 and 1979 
(no transactions during fiscal year 1979) 100,000 1,670 
Thousands of Dollars 
4% Convertible Subordinated Debentures: 
Balance, June 30, 1978 $ 4,890 
Reissued aa 
Conversions to common stock (1,307) 
Balance, June 30, 1979 $ 3,627 


*Including treasury stock. 


For information concerning changes in stock options, see 
“Stock Plans” in Notes to Consolidated Financial Statements. 
The following table summarizes increases and decreases 
in the year ended June 30, 1979, in outstanding debt securities 
and indebtedness of the Registrant as well as debt securities 
and indebtedness guaranteed by the Registrant: 


Millions of Dollars 


Debt Securities and 
Indebtedness of Registrant 


Debt Securities 
and Indebtedness 


Convertible Other Guaranteed 
Long-Term Debt Indebtedness by Registrant 
Balance, June 30, 1978 $ 4.9 $ 297.8* $ 91.4 
Increases 6.1 10.2 
Decreases: 
Periodic decreases, 
decreases from 
conversions, repay- 
ments at maturity (1.3) ( 20.5) ( 2.3) 
Other ( 9.6) (22.3) 
Balance, June 30, 1979 $ 3.6 $ 273.8 $ 77.0 


*Restated to include Registrant’s capital lease obligations and certain 
indebtedness assumed by the Registrant in connection with the June 
30, 1978, merger of IMC Chemical Group, Inc., with the Registrant. 


During 1979, the Registrant entered into two leases for 
computer equipment that have been accounted for as capital 
lease obligations in the aggregate amount of $3.8 million. The 
lease terms range from 50 months to 7 years, with interest 
rates of 9 to 912 percent with total annual payments (excluding 
interest) of about $.5 million. In connection with the purchase 
of phosphate reserves, the Registrant issued various notes 
aggregating $1.7 million, with interest ranging from 8.0 to 8.5 
percent a year, payable in annual installments through July, 
1990. A foreign currency translation loss increased the 
Registrant’s liability by $.3 million on a foreign currency- 
denominated note. The Registrant’s indebtedness was also 
increased by $.3 million from a loan by Allegheny Ludlum 
Corporation to the ferrosilicon joint venture. The Registrant’s 
indebtedness decreased by $9.6 million as a result of the pre- 
payment at a 10 percent discount of all or part of certain notes 
due in 1982 and 1983. The Registrant issued its guarantee in 
1979 in connection with the issuance of $10.2 million of 
pollution control revenue bonds by the Town of Sterlington, 
Louisiana. The bonds bear interest at 634 percent a year and 
are due in 2004. The proceeds from these bonds will be used 
to finance the construction of pollution control equipment at 
the Registrant’s Sterlington, Louisiana, facilities. The indeb- 
tedness guaranteed by the Registrant decreased by the pre- 
payment at par of $22.3 million of variable interest notes, 
due through 1983. The notes and guarantees were issued in 
reliance upon the exemption from registration provided by 
Section 4(2) of the Securities Act of 1933. 

For information regarding a revolving credit agreement 
that IMC entered into with nine U.S. banks in March, 1979, 
see Item 5 of IMC’s Form 10-Q for the quarter ended March 
31, 1979, herein incorporated by reference. 


Item 7. Changes in Securities and Changes in 
Security for Registered Securities 


There were no changes. 


Item 8. Defaults Upon Senior Securities 


There were no defaults. 


Item 9. Number of Equity Security Holders 


The numbers of IMC’s equity security holders at 
June 30, 1979, were: 


Number of 
Title of Class Record Holders 
Common Stock, par value $5 per share 18,903 
4% Cumulative Preferred Stock, 
par value $100 per share 608 
4% Convertible Subordinated Debentures, 
due January 1, 1991 503 


item 10. Submission of Matters to a Vote of 
Security Holders 


None in the three months ended June 30, 1979. 


Item 11. Indemnification of Directors and Officers 


The information called for in this Item 11 is unchanged 
from that given in answer to this item in the Annual Report 
on Form 10-K for the Registrant for the year ended June 30, 
1977, and that answer is incorporated herein by reference. 


Executive Officers of the Registrant 

There were five changes in the Company’s officers in 
fiscal 1979. 

Anthony E. Cascino entered retirement in January of 1979 
after 22 years with IMC. He served most recently as a mem- 
ber of the Executive Office, a post he had held since 1977. 

He also served as Executive Vice President—A griculture 
from 1969 to 1978. He has been a member of the Board 

of Directors since October of 1975, and continues to serve on 
the board as Vice Chairman, a position to which he was 
elected in December of 1977. 

Robert C. Wheeler retired as an officer in February of 
1979. He had been a Senior Vice President since May of 1975, 
joining the Company when it acquired Commercial Solvents 
Corporation in that year. He was Vice Chairman of the Com- 
mercial Solvents board from August of 1973 to May of 1975, 
and President of Commercial Solvents from August of 1966 
to August of 1973. He was elected to IMC’s board in October 
of 1975, and continues to serve as a Director. 

Three new officers were elected during the year. In March 
of 1979, Kenneth J. Burns, Jr., was elected Vice President 
and General Counsel, and at the same time Nicolaus Bruns, 
Jr., was elected Vice President, Secretary, and Associate 
General Counsel. Roger E. Secrist was elected a Vice Presi- 
dent in October of 1978. 

In addition, Herbert T. Peeler was elected a Vice President 
after the close of the fiscal year. 

The ages, five-year employment history, and current 
responsibilities of IMC’s officers: 

Richard A. Lenon 

Age 59. Chairman of the Board of Directors since October, 
1977; Chief Executive Officer since July, 1971; President 
from January, 1970, to May, 1978; Director since April, 
1969. 

George D. Kennedy 

Age 53. President since May, 1978; Executive Vice President 
from March, 1971, to May, 1978; Director since October, 
1975. 
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George B. Howell 

Age 60. Executive Vice President since April, 1977; Senior 
Vice President from February, 1974, to April, 1977; Vice 
President from October, 1972, to February, 1974. As Execu- 
tive Vice President—Technical he is currently responsible for 
the functions of research and development, energy conserva- 
tion, environmental protection, and employee safety. 

Judson H. Drewry 

Age 50. Senior Vice President since June, 1976; Vice Presi- 
dent from October, 1973, to June, 1976; Executive Vice 
President of Continental Ore Corporation (an IMC sub- 
sidiary ) from October, 1972, to December, 1973. He is 
currently serving as President of the Fertilizer Group. 

Marvin B. Gillis 

Age 59. Senior Vice President since May, 1972. He is cur- 
rently serving as President of the Animal Products Group. 
Sidney T. Keel 

Age 61. Senior Vice President since April, 1972. He is cur- 
rently serving as Chairman of the Fertilizer Group. 

John R. Taylor 

Age 62. Senior Vice President since April, 1977; Vice Presi- 
dent and General Counsel from April, 1969, to March, 1979; 
Secretary from October, 1965, to March, 1979. He will reach 
mandatory retirement age in September, 1979, and is cur- 
rently serving as Senior Vice President—Law. 

Kenneth J. Burns, Jr. 

Age 52. Vice President and General Counsel since March, 
1979; Senior Vice President, Secretary, and General Counsel 
for Anchor Hocking Corporation from June, 1972, to 
March, 1979. 

Nicolaus Bruns, Jr. 

Age 53. Vice President, Secretary, and Associate General 
Counsel since March, 1979; General Counsel—Operations 
from May, 1977, to March, 1979; Assistant General Counsel 
and Assistant Secretary from February, 1975, to May, 1977; 
General Attorney from February, 1971, to February, 1975. 
Harry L. Carroll 

Age 48. Vice President since April, 1975; Division Vice 
President from September, 1972, to February, 1975. He is 
currently serving as Vice President—Florida, with responsi- 
bility for the Fertilizer Group’s phosphate operations. 

Darrell L, Feaker 

Age 42. Vice President since March, 1978; Treasurer since 
April, 1976; Assistant Treasurer from October, 1972, to 
April, 1976. 

Anton F. Kuzdas 

Age 49. Vice President since February, 1973; Controller from 
July, 1971, to October, 1974. He is currently serving as 
Executive Vice President of the Industry Group. 
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Herbert T. Peeler 


Age 60. Vice President since August, 1979; Division Vice 
President—Animal Products from August, 1970, to August, 
1979. He is currently serving as Executive Vice President 
of the Animal Products Group. 
Donald E. Phillips 
Age 47. Vice President since February, 1974; Division Vice 
President from April, 1973, to January, 1974. He is currently 
serving as President of the Industry Group. 
Roger E. Secrist 
Age 40. Vice President since October, 1978; Division Vice 
President and General Manager from February, 1976, to July, 
1978; General Manager from October, 1975, to February, 
1976; Division Vice President from January, 1974, to 
October, 1975. He is currently serving as President of the 
Chemical Group. 
Lester G. Sobin 
Age 54. Vice President since March, 1975; Executive Vice 
President of Sobin Chemicals, Inc. (an IMC subsidiary), from 
July, 1973, to September, 1975. He is currently serving as 
Senior Advisor to the Executive Office. 
John F. Sonderegger 
Age 48. Vice President and Controller since December, 1974; 
Assistant Controller from February, 1969, to November, 
1974. 
John M. Stapleton 
Age 40. Vice President since April, 1977; Corporate Staff 
Vice President from July, 1973, to April, 1977. He is cur- 
rently serving as Vice President—Organization and Personnel. 
Oscar T. Stutsman 
Age 56. Vice President since June, 1978; Division Vice Pres- 
ident from July, 1971, to June, 1978. He is currently serving 
as Vice President—Finance. 
Billie B. Turner 
Age 48. Vice President since June, 1976; Division Vice Presi- 
dent from September, 1972, to April, 1976. He is currently 
serving as Executive Vice President—Operations for the 
Fertilizer Group. 

All of IMC’s officers are elected annually, with the terms 
of the officers listed above to expire in October, 1979. No 
“family relationships,” as that term is defined , exist between 
any of the listed officers. 


Item 12. Financial Statements, Exhibits Filed, and 
Reports on Form 8-K 


(a) Financial Statements 
(1) Financial statements for the years ended June 30, 1979 

and 1978: 
Consolidated Statement of Earnings 
Consolidated Statement of Retained Earnings 
Consolidated Balance Sheet at June 30, 1979 and 1978 
Consolidated Statement of Changes in Financial Position 
Notes to Consolidated Financial Statements 


Schedules for the years ended June 30, 1979 and 1978: 

II. Amounts Receivable from Underwriters, Promoters, 
Directors, Officers, Employees, and Principal Holders 
(other than Affiliates) of Equity Securities of the Person 
and its Affiliates 

V. Property, Plant, and Equipment 

VI. Accumulated Depreciation, Depletion, and Amortiza- 
tion of Property, Plant, and Equipment 
XVI. Supplementary Income Statement Information 


Report of Independent Accountants 


Financial statements and schedules of International 
Minerals & Chemical Corporation (not consolidated ) are 
omitted since the Company is primarily an operating company, 
and all subsidiaries included in the consolidated financial 
statements do not have minority interests or indebtedness 
(exclusive of indebtedness of subsidiaries collateralized by 
IMC by guarantee, pledge, assignment, or otherwise) to per- 
sons outside of the consolidated group, which in the aggregate 
for all subsidiaries exceeds 5 percent of consolidated assets. 

Financial statements and schedules and summarized 
financial information of the nonconsolidated subsidiaries and 
50 percent or less owned persons are omitted as none of such 
subsidiaries or persons are individually or in the aggregate 
significant under the tests specified in Instruction 5 of “Instruc- 
tions as to Financial Statements” of Form 10-K. 

Schedules not filed have been omitted as the required 
information is either included in the consolidated financial 
statements, including their notes, or that information is not 
present in sufficient amounts. 


(2) Exhibits 


Exhibit No. Description 


1. Stock Option Plan E, as amended through October 
18, 1978 
2. Annual Performance Incentive Plan, effective July 
1, 1978 
3. Deferred Compensation Plan for Directors as amended 
through August 16, 1978 
4. Long-Term Performance Incentive Plan, as amended 
March 22, 1979, effective July 1, 1978 
5. Employment Agreement with Richard A. Lenon dated 
December 4, 1978 
6. Employment Agreement with George D. Kennedy 
dated February 2, 1979 
7. Amendments to certain deferred compensation 
agreements 
8. Agreement between The Prudential Insurance Com- 
pany of America and IMC dated December 12, 1978, 
amending Note Agreement dated as of December 18, 
1973, and Security Agreement dated as of September 
18, 1973 
9. Primary earnings per share calculations for the five 
years ended June 30, 1979 
10. Fully diluted earnings per share calculations for the 
five years ended June 30, 1979 
Any of the above exhibits may be obtained upon written 
request to Carolyn L. Allendorfer, Shareholder Representa- 
tive, at the Northbrook office. 


(b) Reports on Form 8-K 
None for the three months ended June 30, 1979. 


Part fl 
The information called for by Part II of Form 10-K is 


omitted by Registrant because Registrant has filed with the 
Commission a definitive proxy statement pursuant to Regula- 
tion 14A, involving the election of Directors, within 120 days 
after the close of its 1979 fiscal year. 


Signature 
Pursuant to the requirements of Section 13 or 15(d) of the 


Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the under- 
signed. 


INTERNATIONAL MINERALS & CHEMICAL CORPORATION 


(Registrant) 


By Oscar T. STUTSMAN 
Oscar T. Stutsman, Vice President, Finance 


Date: August 15, 1979 


Responsibility for Financial Reporting 


To the Shareholders and Directors of 
International Minerals & Chemical Corporation 

We have prepared the financial statements and related notes 
appearing on pages 43 through 53. These statements were 
developed using generally accepted accounting principles 
which we considered appropriate in the circumstances. They 
include amounts based on our best estimates and judgments. 
Financial data appearing elsewhere in this Annual Report are 
consistent with these financial statements. 

To meet management’s responsibility for financial report- 
ing, internal accounting control systems and procedures are 
designed to provide reasonable assurance as to the reliability 
of the financial records. In addition, the Company maintains a 
program for communicating corporate policy throughout the 
organization. As a further safeguard, an internal audit staff 
monitors compliance with these policies and internal account- 
ing control systems and procedures. 

These financial statements have been examined by Arthur 
Young & Company. To express their opinion as to the fairness 
of the statements in conformity with generally accepted 
accounting principles, they review and evaluate IMC’s 
accounting controls and conduct such tests and other pro- 
cedures as they deem necessary. The Audit Committee of the 
Board of Directors regularly meets with the independent 
accountants and management—both jointly and separately— 


to review accounting, auditing, and financial reporting matters. 


Oscar T. Stutsman 
Vice President, Finance 


John F. Sonderegger 
Vice President and Controller 


July 31, 1979 
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Report of Independent Accountants 


To the Shareholders and Directors of 
International Minerals & Chemical Corporation 

We have examined the accompanying consolidated balance 
sheets of International Minerals & Chemical Corporation at 
June 30, 1979 and 1978, and the related consolidated state- 
ments of earnings, retained earnings and changes in financial 
position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing stand- 
ards and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the statements mentioned above present 
fairly the consolidated financial position of International 
Minerals & Chemical Corporation at June 30, 1979 and 1978, 
and the consolidated results of operations and changes in 
financial position for the years then ended, in conformity with 
generally accepted accounting principles applied on a con- 
sistent basis during the period. 


Arthur Young & Company 
One IBM Plaza 
Chicago, Illinois 60611 


July 31, 1979 


Consolidated Statement of Earnings 


(In millions except per share amounts) Years ended June 30 1979 1978 
Revenues 
Net sales $1,474.7 $1,364.4 
Interest earned and other income, net 44.6 29.9 
1,519.3 1,394.3 
Costs and expenses 
Cost of goods sold 1,153.5 1,042.1 
Selling, administrative, and general expenses 116.7 116.2 
Interest charges 35.3 37.1 
1,305.5 1,195.4 
Earnings before income taxes 213.8 198.9 
Provision for income taxes 93.0 78.8 
Net earnings $ 120.8 $ 120.1 
Earnings per common and common equivalent share $ 6.72 $ 6.61 
(See Notes to Consolidated Financial Statements) 
Consolidated Statement of Retained Earnings 
(In millions except per share amounts) Years ended June 30 1979 1978 
Retained earnings at beginning of year $568.7 $496.2 
Net earnings 120.8 120.1 
689.5 616.3 
Cash dividends paid 
Preferred stock (1979 and 
1978, $4.00 per share) 4 4 
Common stock (1979, $2.80 per 
share; 1978, $2.60 per share) 50.0 47.2 
50.4 47.6 
$639.1 $568.7 


Retained earnings at end of year 


(See Notes to Consolidated Financial Statements) 


Consolidated Balance Sheet 


Assets (In millions) At June 30 1979 1978 
Current assets 
Cash $ 112 $ 15.3 
Short-term investments, 
at cost which approximates market 43.4 58.8 
Receivables, less allowances of $7.6 
in 1979 and $7.3 in 1978 227.3 21327 
Inventories 
Products (principally finished ) 199.4 192.5 
Operating materials and supplies 42.9 37.3 
242.3 229.8 
Prepaid expenses 6.3 7.3 
530.5 524.9 
Investments and long-term receivables, 
less allowances of $6.9 in 1979 and $7.1 in 1978 48.8 36.2 
Property, plant, and equipment 1,389.2 1,233.9 
Accumulated depreciation and depletion 449.6 354.5 
Net property, plant, and equipment 939.6 879.4 
Deferred royalties and other assets 18.7 21.4 
$1,537.6 $1,461.9 


a 


Liabilities and Shareholders’ Equity 


Current liabilities 


Notes payable $ 7.4 
Accounts payable $ 136.3 114.5 
Accrued liabilities 80.2 78.8 
Income taxes 66.4 53.5 
Current maturities of long-term debt 18.3 22.17 
301.2 276. 9 

Long-term debt, less current maturities 339.4 375.0 
Deferred income taxes 79.1 64.7 
Non-current liabilities and deferred credits ma 24.3 
106.8 89.0 

Shareholders’ equity 790.2 721.0 
$1,537.6 $1,461.9 


(See Notes to Consolidated Financial Statements) 


Consolidated Statement of Changes in Financial Position 


(In millions) Years ended June 30 1979 1978 
Source of funds 
Net earnings $120.8 $120.1 
Depreciation and depletion 103.6 82.4 
Deferred income taxes 16.1 15.7 
Other (16.9) (8.3) 
Total from operations 223.6 209.9 
Issuance of common stock 
Conversion of 4% debentures 1.3 25 
Exercise of options 8 1.4 
Purchase of coal properties 2.3 
Increase in long-term debt 16.4 153 
Sale of property, plant, and equipment 30.3 21.4 
Other net changes in financial position 1.2 5.2 
273.6 258.2 
Use of funds 
Capital expenditures 173.5 193.6 
Dividends 50.4 47.6 
Increase (decrease) in investments and 
long-term receivables 12.0 (12.0) 
Reduction in long-term debt 52.0 27.3 
Purchase of treasury common shares 4.4 8.6 
292.3 265.1 
Decrease in working capital $ 18.7 $ 6.9 
Decrease in working capital by component 
Cash and short-term investments $ 19.5 $ 79 
Receivables (13.6) (11.4) 
Inventories (12.5) (9.4) 
Prepaid expenses 1.0 8 
Notes payable (7.4) (26.1) 
Accounts payable and accrued liabilities 23.2 26.1 
Income taxes 12.9 16.2 
Current maturities of long-term debt (4.4) 2.8 
Decrease in working capital $ 18.7 $ 6.9 


(See Notes to Consolidated Financial Statements) 


Notes to Consolidated Financial Statements 


(Dollars in millions except per share amounts) 


Accounting Policies 

Principles of Consolidation Financial statements of all signifi- 
cant subsidiaries are consolidated. Investments in nonconsoli- 
dated subsidiaries and in partially owned companies in which 
ownership ranges from 20 to 50 percent are carried at cost, 
adjusted for amortization of intangibles, allowances for losses, 
and equity in net earnings or losses. The excess purchase cost 
over the fair value of net identifiable assets of acquired busi- 
nesses is amortized over periods of up to 40 years. 

Inventories Inventories are stated at the lower of cost or 
market (net realizable value). Cost is determined on the basis 
of cumulative annual averages and specific identification. 
Exploration and Development Costs Exploration costs, other 
than gas and oil exploratory drilling costs, are charged to 
expense as incurred. Gas and oil exploratory drilling costs and 
all development costs are capitalized. When it is determined 
that an exploratory well is unsuccessful, related drilling costs 
are charged to expense. 

Property, Plant, and Equipment Property, plant, and equip- 
ment are recorded at cost. Repairs and maintenance are 
charged to expense as incurred; major renewals and improve- 
ments are capitalized. When such assets are sold or otherwise 
retired, the cost and accumulated depreciation or depletion 
are removed from the accounts and any gain or loss is included 
in earnings. Provisions for depreciation are based upon esti- 
mated useful lives of 17 to 50 years for buildings and of 5 to 
20 years for machinery and equipment, using principally 
straight-line and unit-of-production methods. Provisions for 
depletion and amortization of mineral, gas, and oil properties 
and rights and capitalized exploratory drilling and develop- 
ment costs are based upon estimates of recoverable reserves 
or deliveries under contract, using the unit-of-production 
method. 

Pension Plans IMC has pension plans that cover substantially 
all employees. Pension expense, consisting of normal and prior 
service costs, is determined actuarially. Generally, contribu- 
tions to the plans are made as those costs are accrued. Prior 
service costs are being amortized principally over a 30-year 
period. 

Income Taxes Investment tax credits are applied as avail- 
able as a reduction of income tax expense. Income taxes are 
provided on the earnings of foreign subsidiaries to the extent 
that earnings are expected to be remitted. 

Stock Plans No amounts are charged to earnings in account- 
ing for stock options. For stock appreciation rights, any 
excess of the market price over the exercise price of the related 
stock options is charged to earnings. 
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Earnings Per Common and Common Equivalent Share 

Earnings per share has been computed by dividing net 
earnings, less preferred stock dividend requirements, by the 
weighted average number of common and common equivalent 
shares outstanding. Common equivalent shares include dilu- 
tive stock options and shares awarded under incentive com- 
pensation plans. Shares used in the computation were as 
follows: 


1979 1978 

Weighted average common shares: 
Outstanding 17,858,582 18,038,315 
For stock options 45,024 44,102 
For incentive compensation plans 20,084 21,206 
17,923,690 18,103,623 


Short-Term Investments and Receivables 
Certificates of deposit and other short-term investments 


were included in the consolidated balance sheets as follows: 
1979 1978 


Certificates of deposit $28.0 $14.4 

Other short-term investments, 
at cost which approximates market 15.4 44.4 
$43.4 $58.8 


Receivables at June 30, 1979 and 1978, were as follows: 


1979 1978 

Trade accounts and notes receivable $199.8 $190.3 
Non-trade receivables 35.1 30.7 
234.9 221.0 

Less allowances 7.6 7.3 
$227.3 $213.7 


Inventories 
Product inventories at June 30, 1979 and 1978, were as 
follows: 


1979 1978 

Animal products $ 13.4 $ 9.4 

Chemicals 36.7 36.5 

Fertilizers 86.0 79.3 

Industry 65.0 68.4 

Energy 6 

Inter-segment eliminations (2.3) (1.1) 

$199.4 $192.5 


Total inventories, including operating materials and sup- 
plies, used in the computation of cost of goods sold for the 
two years ended June 30, 1979, were as follows: June 30, 
1977, $220.4; June 30, 1978, $229.8; June 30, 1979, 
$242.3. 


Investments and Long-Term Receivables 
Investments and long-term receivables at June 30, 1979 
and 1978, were as follows: 


Investments in and advances to 

nonconsolidated subsidiaries and 

partially owned companies, less 

allowances of $4.5 in 1979 and 

$4.7 in 1978 $15.2 $14.1 
Long-term receivables and other 

investments, less allowances 

of $2.4 in 1979 and $2.4 in 1978 33.6 22.1 


Property, Plant, and Equipment 
Major classes of property, plant, and equipment at June 30, 
1979 and 1978, were as follows: 


1979 1978 

2 errr 
Land $ 21.4 $ 21.1 
Mineral, gas, and oil properties and rights 2571 231.8 
Buildings and leasehold improvements 200.9 183.3 
Machinery and equipment 799.9 719.4 
Construction in progress 109.3 78.3 
1,389.2 1233.9 

Accumulated depreciation 399.0 317.7 
Accumulated depletion 50.6 36.8 
449.6 354.5 


Net property, plant, and equipment $ 939.6 $ 879.4 


In March, 1979, IMC sold certain Canadian mineral prop- 
erties for an after-tax gain of $10.7 million (60 cents per 
share). Also in March, 1979, IMC wrote down an ammonia 
plant and certain other facilities for an after-tax loss of $10.6 
million (59 cents per share). 

In June, 1978, IMC sold certain gas and oil reserves for 
an after-tax gain of $7.6 million (42 cents per share). Also 
in June, 1978, IMC wrote off its investment in certain gas 
reserves based on engineering evaluations that such reserves 
were not economically recoverable. The after-tax cost of that 
write-off was $2.8 million (16 cents per share). 

In July, 1977, IMC purchased operating metallurgical coal 
properties for $39 million ($36.5 million in cash and 54,082 
treasury shares of IMC common stock). 

Income Taxes 
The provision for income taxes consisted of the following: 


1979 1978 
NN ee 

Federal 
Current $16.3 $26.5 
Deferred 8.2 11.9 
24.5 38.4 

State and local 

Current 4.8 6.5 
Deferred 7 1.2 
55 TI 

Foreign 
Current 55.8 30.1 
oi Deferred Fee 2.6 
63.0 32.7 
$93.0 $78.8 


Deferred income tax provisions result from timing differ- 
ences in the recognition of income and expenses for financial 
reporting purposes and for tax purposes. In 1979 and 1978, 
deferred income tax provisions related principally to deprecia- 
tion differences ($12.8 and $14.5 million, respectively). 

A reconciliation between taxes computed at the federal 
statutory rate and the consolidated effective tax rate follows: 


1979 1978 
Computed tax at federal 
statutory rate $100.5 47.0% $95.5 48.0% 
Investment tax credits (12.3) (5.8) (11.1) (5.6) 
Percentage depletion (16.3) (7.6) (15.6) (7.8) 
Foreign withholding taxes 9.3 4.3 6.0 3.0 


Other items (none in excess of 
5% of computed tax) 11.8 5.6 4.0 2.0 


Consolidated effective tax $ 93.0 43.5% $788 39.6% 
Accrued Liabilities 
Accrued liabilities at June 30, 1979 and 1978, were as 
follows: 
1979 1978 

Accrued salaries, wages, and bonuses $14.1 $12.0 
Accrued taxes other than income taxes 24.4 19.9 
Other accrued liabilities 41.7 46.9 

$80.2 $78.8 


Notes Payable 

During 1979, IMC entered into a revolving credit agree- 
ment with a group of U.S. banks. During the term of that 
agreement, which runs to November, 1983, IMC may borrow 
from the banks at any time a maximum of $150 million at the 
prime rate. A commitment fee of 1⁄2 of 1 percent is payable 
for the unused portion. There have been no borrowings under 
this agreement through June 30, 1979. 

IMC had other unused short-term domestic and foreign 
bank lines of credit at June 30, 1979, totaling approximately 
$61.2 million. Borrowings under these lines bear interest at 
tates generally extended to prime borrowers and the lines 
are cancellable at any time. During 1979 and 1978, the maxi- 
mum month-end amount of short-term borrowings under these 
lines and other short-term bank borrowings was $59.5 million 
and $61.1 million, respectively; the average amount of such 
borrowings was $30.6 million and $46.6 million, respectively. 
Based on month-end amounts of short-term borrowings, the 
approximate weighted average interest rate on borrowings 
during 1979 and 1978 was 10.0 percent and 7.5 percent, 
respectively. The weighted average interest rate on borrow- 
ings at June 30, 1978, was 4.5 percent. There were no short- 
term borrowings at June 30, 1979. 

Compensating balances required under the revolving credit 
agreement and other domestic lines of credit were not ma- 
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terial; no charges are made by the foreign banks for open lines 
of credit and no compensating balances are required. 
Long-Term Debt 

Long-term debt at June 30, 1979 and 1978, was as follows: 


1979 1978 
7.45% promissory notes due in 1994 in 
annual installments of $7.5 million, 
with final payment of $20 million 
in 1994 $125.0 $132.5 


9.35% debentures due in 2000 in annual 

installments of $6.5 million, beginning 

1986, with final payment of $9.0 million 

in 2000 100.0 100.0 
8.25% promissory notes due in 1988 with 

quarterly payments averaging $2.3 million, 

beginning 1982 52.0 52.0 
Variable interest notes due in 1982 

(1978—10.8%) at 120% of prime 

(prepaid in 1979) 23:7 
Variable interest note due in 1983 

(1979—11.5%; 1978—9.0%0) at prime, 

with quarterly payments of $.5 million 


in 1980 increasing to $.8 million in 1981 12.2 13.5 
4% convertible subordinated debentures 
due in 1991 3.6 4.9 
4.5% subordinated debentures due in 1991 5.3 7.6 
Capital lease obligations 19.8 17.5. 
Other (5.0% to 9.5%) due 1980 to 2008 39.8 46.0 
3ST 39T 
Less current maturities 18.3 22.7 
$339.4 $375.0 


The 9.35 percent debentures are redeemable at the option 
of IMC at prices ranging from 107.947 percent at June 30, 
1979, to 100 percent in 1995 and thereafter. 

The 4 percent convertible subordinated debentures are 
currently convertible into common stock at $37.98 per share 
and are redeemable at prices ranging from 102.10 percent at 
June 30, 1979, to 100 percent in 1986 and thereafter. During 
1979 and 1978, $1.3 million and $2.7 million principal 
amount were converted into 34,355 and 70,987 shares, 
respectively. Annual sinking fund payments of $1.9 million 
are required through 1991. At June 30, 1979, IMC held 
$12.0 million principal amount of these debentures. At June 
30, 1979, a total of $40.7 million purchased and converted 
debentures may be applied toward any future sinking 
fund payments. 

The 4.5 percent subordinated debentures may be exchanged 
for cash at any time at the rate of $662 per $1,000 principal 
amount of debentures. Annual sinking fund payments of 
$1 million are required through 1990. At June 30, 1979, a 
total of $10.6 million purchased and converted debentures 
may be applied toward any future sinking fund payments. 
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Maturities of long-term debt, excluding capital lease obliga- 
tions, for the next five years, assuming application of pur- 
chased and converted 4 percent convertible debentures and 
4.5 percent debentures to the sinking fund payments, are as 
follows (in millions of dollars) : 1980-$16.0; 1981-$13.9; 
1982-$16.0; 1983-$21.1; 1984-$16.6. 

Certain debt agreements, including the revolving credit 
agreement described under “Notes Payable,” require main- 
tenance of $150 million of consolidated working capital and 
restrict the payment of dividends and purchase, retirement, 
or redemption of capital stock. Consolidated retained earn- 
ings not restricted under these provisions amounted to $175 
million at June 30, 1979. 

Future minimum lease payments under capital leases, 
principally for railroad cars, and the present value of those 
payments as of June 30, 1979, were as follows: 


Years ending June 30 


E 
1980 $ 4.0 
1981 3.9 
1982 39 
1983 37 
1984 32 
Subsequent years 95 
28.2 
Less amount representing interest 8.4 
Present value of minimum lease payments 19.8 
Less current portion 23 
$17.5 

Interest Charges 


Interest charges for the years ended June 30, 1979 and 
1978, were as follows: 


1979 1978 
On short-term debt $ 3.0 $ 3.5 
On long-term debt 32.3 33.6 
$35.3 $37.1 


Pension Plans 

Pension expense was $9.9 million for 1979 ($9.4 million 
for 1978), including amortization of unfunded prior service 
costs. The actuarially computed value of vested benefits at 
June 30, 1979, exceeded the year-end market value of pension 
funds and balance sheet accruals for certain of the plans by 
$14.9 million. The unfunded prior service cost under the plans 
approximated $35 million at June 30, 1979. 
Shareholders’ Equity 

Shareholders’ equity at June 30, 1979 and 1978, was as 
follows: 


1979 1978 
4% cumulative preferred stock—$100 par, 
redeemable at $110 per share; 100,000 
shares authorized and issued, including 
1,670 treasury shares $ 10.0 S$ 10.0 
Series preferred stock—$1 par; 3,000,000 
shares authorized, none issued 
Common stock—$5 par; 50,000,000 shares 
authorized; 18,265,000 shares issued in 
1979, 18,228,388 in 1978, including 
376,348 treasury shares in 1979 and 
295,797 in 1978 91.3 91.1 
Capital in excess of par value 61.5 60.1 
Retained earnings 639.1 568.7 
801.9 729.9 
Less treasury shares at cost 11.7 8.9 
$790.2 $721.0 


Changes in common shares issued and capital in excess of 


par value in 1978 and 1979 were as follows: Capital in 

Common Excess of 

Shares Amount Par Value 

Balance, June 30, 1977 18,110,345 $90.5 $54.7 

Conversion of 4% debentures 70,987 4 2.3 
Stock options exercised, and 

related tax effects 47,056 2 12) 


Treasury shares issued in 

connection with the purchase 

of coal properties 1.4 
Contribution of treasury shares 


to employee stock ownership plan 5 
Balance, June 30, 1978 18,228,388 91.1 60.1 
Conversion of 4% debentures 34,355 2 1.1 
Stock options exercised and 

related tax effects 2257 A 


Contribution of treasury shares 
to employee stock ownership plan 2 


Balance, June 30, 1979 18,265,000 $91.3 $61.5 


At June 30, 1979, common shares were reserved as follows: 


Conversion of 4% debentures 95,497 
Exercise of stock options 602,009 
Incentive compensation plans 141,333 

838,839 


During 1979 and 1978, IMC acquired 124,400 and 
221,102 shares of its common stock for its treasury at an 
aggregate cost of $4.4 million and $8.6 million, respectively. 

In 1979 and 1978, IMC contributed to its employee stock 
ownership plan 24,034 and 31,818 treasury shares to satisfy 
the accrued liability at the end of 1978 and 1977, respectively. 
The aggregate cost and aggregate market value of the shares 
contributed in 1979 were $.9 million and $1.1 million, 
respectively ($.7 million and $1.2 million in 1978). In 1979, 
19,815 treasury shares were issued for stock options exercised 
(5,534 in 1978). 


Segment Information (See Table 1 on page 50.) 
IMC’s worldwide operations are organized in five segments 
as follows: 


Business Segment Operations 


Production and sale of feed ingredients from 
phosphate and potash, and Ralgro, a growth pro- 
moting implant for livestock. 

Production and sale of specialty chemicals, explo- 
sives, electrochemicals, industrial chemicals, and 
industrial minerals. 

Exploration, development, production, and sale 
of natural gas and oil; mining and sale of metal- 
lurgical coal; facilities for production of uranium 
oxide are under construction. 

Mining, processing, production and sale of phos- 
phate rock, phosphate chemicals, potash, and 
ammonia for inorganic fertilizers; production and 
sale of mixed fertilizers. 

Purchase of petroleum coke and ferroalloys for 
resale; production and sale of ferroalloys, foundry 
products, and resins. 


Animal Products 
Chemicals 


Energy 


Fertilizers 


Industry 


Intersegment sales are at prices approximating those 
charged to unaffiliated customers. Corporate assets consist 
primarily of cash and short-term investments. 


Operations by Geographic Area (See Table 2 on page 51.) 

Transfers of product between geographic areas are at prices 
approximating those charged to unaffiliated customers. 

Net earnings of consolidated foreign subsidiaries amounted 
to $56.3 million in 1979 and $30.4 million in 1978. Net 
assets of such subsidiaries were $194.8 million at June 30, 
1979 ($213.8 million at June 30, 1978), including retained 
earnings of $164.4 million at June 30, 1979 ($186.8 million 
at June 30, 1978). A substantial portion of these retained 
earnings is considered to be permanently invested. 

Sales from the United States to unaffiliated customers in 
other geographic areas for 1979 and 1978 were as follows: 


1979 1978 

Latin America $ 72.0 $ 42.2 
Europe 59.3 80.7 
Far East 96.2 90.1 
Other 8.4 21.5 
$235.9 $234.5 


Table 1 1979 Animal Products 
Sales to unaffiliated customers $130.0 
Intersegment sales 3.0 
Total sales 133.0 
Operating earnings 25.9 
Corporate income and 
expense, net 
Interest charges 
Earnings before income taxes 
Capital expenditures 2.0 
Depreciation and depletion 1.1 
Identifiable assets 89.2 


Corporate assets 
Total assets at June 30, 1979 


Chemicals 


$206.4 
3.8 
210.2 
23.0 


23.5 
7.0 
192.2 


Energy 
$ 66.1 
10.7 
76.8 
7.6 


70.3 
14.7 
206.7 


Fertilizers 


$680.1 
61.2 
741.3 
185.4 


59.4 
73.5 
727.1 


Industry 
$392.1 


392.1 
30.5 


8.5 
5.4 
241.8 


Eliminations Consolidated 
$ 1,474.7 

$(78.7) 
(78.7) 1,474.7 
10 2734 
( 24.3) 
( 35.3) 
213.8 
(2.3) 1,454.7 
82.9 
$ 1,537.6 


Fertilizers operating earnings include a $24.1 million gain from the sale of certain Canadian mineral properties and provisions for losses that 
amounted to $14.9 million on the write-down of an ammonia plant and certain other facilities. Energy operating earnings also included a pro- 
vision for loss that amounted to $1.7 million on the write-down of a facility. 


1978 Animal Products Chemicals Energy Fertilizers Industry 

Sales to unaffiliated customers $102.1 $246.2 $ 37.0 $626.9 $352.2 
Intersegment sales a 33 35.7 48.3 

Total sales 102.2 249.7 72.7 675.2 352.2 
Operating earnings 22.4 17.8 19.0 164.5 33.4 
Corporate income and 

expense, net 
Interest charges 
Earnings before income taxes 
Capital expenditures 26.4 28.9 67.5 48.3 16.2 
Depreciation and depletion 32 9.2 12.4 51.7 5.0 
Identifiable assets 93.2 181.7 153.9 713.0 246.2 
Corporate assets 


Total assets at June 30, 1978 


Consolidated 
$ 1,364.4 


Eliminations 


$(87.6) 
(87.6) 1,364.4 
( 2.4) 254.7 


(C 18.7) 
( 37.1) 
198.9 


(LD 1,386.9 
75.0 
$ 1,461.9 


Animal products operating earnings included a $4.0 million gain from the sale of an old plant that was replaced. Energy operating earnings 
included a net gain of $4.8 million from the sale of certain gas and oil reserves and the write-off of other gas reserves. Chemicals operating 
earnings were reduced by charges aggregating $3.4 million relating to closing of facilities and the sale of a trading operation. Sales of that 
trading operation amounted to nearly $40 million in 1978, but its contribution to the chemicals operating earnings was not material. 


Note: For additional Segment Information, see page 49. 
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Table 2 1979 United States Canada Europe 
Sales to unaffiliated customers $1,186.4 $128.4 $142.5 
Transfers between geographic areas 102.0 120.4 2.5 
Total sales 1,288.4 248.8 145.0 
Operating earnings 164.0 94.4 7.9 
Corporate income and expense, net 
Interest charges 
Earnings before income taxes 
Identifiable assets 1,209.9 137.9 81.0 
Corporate assets 
Total assets at June 30, 1979 
1978 United States Canada Europe 
Sales to unaffiliated customers $1,119.7 $ 96.1 $128.8 
Transfers between geographic areas 92.6 72.8 Del 
Total sales 1,212.3 168.9 130.9 
Operating earnings 196.4 41.7 5.6 
Corporate income and expense, net 
Interest charges 
Earnings before income taxes 
Identifiable assets 1,117.0 152.9 93.0 


Corporate assets 
Total assets at June 30, 1978 


Other 
$17.4 
2.7 
20.1 
7.1 


31.3 


Other 
$19.8 
1.8 
21.6 
10.8 


26.8 


Eliminations 


$(227.6) 
(227.6) 


( 5.4) 


Eliminations 


$(169.3) 
(169.3) 
2 


( 2.8) 


Consolidated 
$ 1,474.7 


1,474.7 


273.4 
( 24.3) 


( 35.3) 


213.8 
1,454.7 
82.9 

$ 1,537.6 


Consolidated 
$ 1,364.4 


1,364.4 
254.7 

( 18.7) 
(C 371) 
198.9 


1,386.9 


75.0 


$ 1,461.9 


Foreign currency translation losses in 1979 and 1978, included in corporate expense, amounted to $.1 million and $.9 million, respectively. 


Note: For additional details on Operations by Geographic Area, see page 49. 


Stock Plans 

Under a qualified stock option plan, which was adopted 
in 1964 and expired in September, 1973, options have been 
granted to officers and key employees to purchase common 
stock at prices of not less than 100 percent of market price 
at date of grant. These options were exercisable over five 
years beginning one year after the date of grant. 

A non-qualified stock option plan adopted in 1973 pro- 
vides for granting options to purchase up to 700,000 shares of 
common stock at prices of not less than 100 percent of market 
price at the date of grant. These options are exercisable over 
10 years beginning one year after the date of grant and are 
limited to 50 percent during the second year. A total of 
608,141 shares were granted under this plan through June 30, 
1979. The plan also provides for the granting of stock appre- 
ciation rights in conjunction with options granted. Upon 
exercise of a stock appreciation right, the holder is entitled to 
receive the excess of the fair market value of the shares for 
which the right is exercised over the option price under the 
related option. IMC may elect to pay such amounts in either 
cash, IMC common stock, or a combination thereof. The 
stock appreciation right is exercisable only to the extent the 
related stock option is exercisable; and upon exercise of the 
right, the stock option must be surrendered and the related 
common shares are not available for future option grants. 

Information on options and rights for 1979 and 1978 
follows: 


Number of Shares Price Range 1979 1978 
Outstanding at beginning of year $1446 517,223 288,817 
Granted 40-46 6,500 281,000 
Cancelled 14-40 8,500 4 
Exercised 14-40 22,072 52,590 
Outstanding at end of year $21-46 493,151 517,223 
At June 30 

Exercisable 347,901 184,723 

Reserved for future option grants 108,858 108,358 
Number of Rights Price Range 1979 1978 
Outstanding at beginning of year $40 82,000 
Granted 40-46 11,500 82,000 
Exercised 40 1,500 
Outstanding at end of year $4046 92,000 82,000 


Additional information on options which became exercis- 
able and were exercised during 1979 and 1978, and options 
outstanding at June 30, 1979 and 1978, follows: 
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Market Value 
Per Share Total 


Option Price 
Per Share Total 


Number of 
Shares 


Options that 

became exercisable: 

1979 192,000 $39.31 to $40.00 $ 7.6 $38.00 to $39.88 $ 7.4(A) 
1978 55,333 16.27to 39.31 2.1 39.75to 40.25 2.2(A) 
Options exercised: 

1979 22,072 $21.00 to $40.00 $ .7 $35.75 to $46.75 $ .9(B) 
1978 52,590 14.67to 39.31 1.2 36.00to 43.13 2.0(B) 
Options outstanding 

at June 30: 

1979 493,151 $22.73 to $46.19 $18.5 $22.73 to $46.19 $18.5(C) 
1978 517,223 21.00to 46.19 192 21.00to 46.19 19.2(C) 


(A) At dates exercisable. (B) At dates exercised. (C) At dates granted. 


Incentive compensation plans adopted in prior years pro- 
vide for awarding to officers and key employees common 
treasury shares, or cash equivalent, contingent upon achieve- 
ment of specified earnings. Awards outstanding under three 
of the plans are vested and the major portion of the plans’ 
awards was paid in cash in July, 1977, and August, 1978; the 
balance of the payment has been deferred, and under these 
deferrals a total of 40,169 common shares (or cash equiva- 
lent) will be issued or paid. Under a fourth plan, a total of 
101,164 common shares are contingently issuable at June 30, 
1979; awards under this plan will be based on results of 
operations for the four years ending June 30, 1982. 

In June, 1979, the Board of Directors adopted, subject to 
shareholder approval, amendments to the 1973 stock option 
plan that would (1) increase the number of shares authorized 
from 700,000 shares to 1,000,000 shares and (2) provide 
for restricted stock awards. 

Saskatchewan Matters 

Since 1970, the Saskatchewan government and the potash 
industry have been engaged in a series of lawsuits attacking the 
validity of certain taxes, fees, and production controls estab- 
lished by the province on potash. One lawsuit has finally been 
adjudicated favorably for the industry, and another has been 
adjudicated favorably for the province, and is now in the 
early stages of appeal. Two other lawsuits are still pending. 

Concurrently, the government and the industry have been 
negotiating in an attempt to resolve their differences on all 
issues. Agreement on a new five-year tax program appears to 
be in the final stages of negotiation and it is presently intended 
that the new tax will be retroactive to July 1, 1979. The com- 
panies who sign this agreement are expected to withdraw from 
all pending litigation. 

Antitrust Proceedings 

In May, 1977, IMC and other potash producers were found 
not guilty and were acquitted in criminal antitrust proceedings 
brought in 1976 by the United States government. In that 
case, the government had accused the defendants of allegedly 
conspiring to restrict the amount of potash produced in the 
United States, to stabilize and raise the price of potash pro- 
duced and sold in the United States, and to restrict exports and 
imports. Following the acquittal, on motion by the govern- 


ment, the court in June, 1977, dismissed a related civil action. 

Private treble damage actions were filed against IMC and 
certain other potash producers after the United States had 
brought its proceedings and were based on allegations sub- 
stantially similar to those involved in the federal government 
actions. Following dismissal of the federal government’s civil 
case, a settlement agreement was entered into in August, 1977, 
between the defendants in these private actions and plaintiffs 
representing a class consisting of direct purchasers of potash. 

The settlement agreement was given final approval by the 
court in June, 1978. Under the terms of the settlement, the 
defendants have paid certain amounts into a fund adminis- 
tered by trustees; IMC’s share of these amounts was not 
material. In November, 1978, the court entered a final order 
dismissing the litigation brought on behalf of direct purchasers 
and a final distribution of the fund to those plaintiffs was made. 
Commitments 

Major lease commitments covering mineral properties 
and rights provide for the greatest of minimum royalties, 
rentals, or royalties based on production. Minimum annual 
payments for each of the next five years under these leases 
range from $3.1 million to $3.2 million. 

IMC leases railroad cars, office space, data processing 
equipment, and machinery and equipment. Some of these 
leases, principally railroad car leases, have been classified as 
capital leases, Rent expense in 1979 and 1978 related to 
operating leases was $17.8 million and $14.2 million, 
respectively (net of related mileage credits of $3.6 million 
and $4.9 million in 1979 and 1978, respectively). 

Minimum rent commitments at June 30, 1979, under 
operating leases with a remaining noncancellable period 
exceeding one year are set forth below. These commitments 
have not been reduced for estimated mileage credits. 

Years ending June 30 


mmm E 
1980 $13.6 
1981 11.3 
1982 8.1 
1983 6.5 
1984 4.5 
Later years 49.4 

$93.4 


IMC is committed under a service agreement with Potash 
Corporation of Saskatchewan (PCS), a Saskatchewan Crown 
Corporation, to produce annually from mineral reserves 
specified quantities of potash for a fixed fee and a pro rata 
share of production cost. The initial term of the agreement, 
which expires in 1981, is renewable (on the same terms) at 
the option of PCS for nine additional five-year periods. The 
specified quantities of potash to be produced for PCS may, 


at PCS’s option, amount to a maximum of about one million 
tons annually. During 1979, production of potash for PCS 
amounted to 756,000 tons. 

A customer of New Wales Chemicals, Inc., an IMC sub- 
sidiary, has an option, exercisable in 1980, to purchase a 19.8 
percent interest in that company, subject to necessary amend- 
ments of New Wales’ loan agreement and related instruments. 

The majority of IMC’s phosphate rock production sold 
domestically is at specified prices under long-term contracts, 
which generally provide for price escalations based on certain 
cost increases. 

Commitments for the construction of uranium oxide 
extraction facilities totaled approximately $105 million at 
June 30, 1979. 

Quarterly Earnings Information (Unaudited) 


Quarter First Second Third Fourth 


Fiscal 1979 

Net sales $315.0 $347.8 $374.5 $437.4 
Gross margins 69.4 80.4 70.6 100.8 
Earnings before income taxes 40.4 46.8 64.5 62.1 
Net earnings 237 27.9 32.7 36.5 
Earnings per share $1.31 $156 $ 1.82 $ 2.03 
Fiscal 1978 

Net sales $311.0 $313.6 $343.4 $396.4 
Gross margins 76.6 80.6 75.8 89.3 
Earnings before income taxes 51.8 46.7 47.1 53.3 
Net earnings 30.8 27.8 29.8 31.7 
Earnings per share E E a E Sil G3) A 


As described earlier under “Property, Plant, and Equip- 
ment,” 1979’s third quarter net earnings included a net gain 
of $10.7 million (60 cents per share) from the sale of certain 
Canadian mineral properties and a net loss of $10.6 million 
(59 cents per share) from the write-down of an ammonia plant 
and certain other facilities. The tax effects of these transactions 
were primarily responsible for the increase in the 1979 third 
quarter effective tax rate to 49 percent, compared with 37 
percent a year earlier. Also as described earlier in that same 
note, 1978’s fourth quarter net earnings included a net gain 
from the sale and write-off of certain gas and oil properties of 
$4.8 million (26 cents per share) ; that net gain, however, was 
largely offset by other fourth quarter losses relating principally 
to shutdowns and closings. First quarter net earnings in 1978 
were increased by a $2 million gain from the sale of an old 
plant that was replaced. Third quarter net earnings in 1978 
included an aggregate gain of $2.7 million from the sale of 
IMC’s investment in Chemical Leaman Corporation and from 
the recognition of income that had been deferred from the 
sale of potash properties several years ago. 

Replacement Cost Information (Unaudited) 

See Appendix B for information about the estimated 
replacement cost of certain property, plant, and equipment 
and inventories and cost of goods sold and depreciation 
expense based on those estimates. 
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Schedule Il Amounts Receivable from Underwriters, Promoters, Directors, 
Officers, Employees, and Principal Holders (other than Affiliates) 
of Equity Securities of the Person and its Affiliates 


Years ended June 30, 1978 and 1979 


Balance at 
Balance at Deductions End of Period 
Beginning Amounts Amounts Not 
Narmeiol Debitori Cnithqusanieieiof Periods Additions L E Collected Waltteni@ it SCurentaae Current 
1978: 
George D. Kennedy* $ 43 $ 43 
U.S. employee relocation loans** 425 — $1,425@) $1,259 591°) 
Canadian employee 
housing loans*** 5344) 836) 5 6© $606 
1979: 
George D. Kennedy* $ 43 $ 43 
U.S. employee relocation loans** 5919 = $1,517 1,579 $529) 
Canadian employee 
housing loans*** 612 74°) 6 809 $67200 


*Loan due on demand. 

**U.S. employee relocation loans are non-interest bearing for the first 
ninety days after which time, generally, interest is accrued at a rate 
of 8 percent per annum. 

(1) 21 loans. 
(2) 49 loans. 
(3) 30 loans. 
(7 51 loans. 
(8) 22 loans. 
***Canadian employee housing loans bear interest at rates ranging from 
6 percent to 8 percent and are repayable over 8 to 25 years. 
(4) 20 loans. 
(5) 3 loans. 
(6) 23 loans. 
(9) 1 loan. 
(10) 24 loans. 


Schedule V Property, Plant, and Equipment 
Years ended June 30, 1978 and 1979 


Balance at Other Balance 
Beginning Additions Changes— at End 
(In millions) of Period at Cost Retirements Add (Deduct) of Period 
1978: 
Land $ 19.2 $ 2.9 $ 1.0 $ 21.1 
Mineral, oil, and gas 
properties and rights 180.4 57.3 5.8 $(.1) 231.8 
Buildings and leasehold 
improvements 168.0 21.0 5.1 (.8)) 
.2 ®) 183.3 
Machinery and equipment 622.3 114.7 19.4 1.2 A 
6 @) 719.4 
Construction in progress 81.7 (2.3) 8 (.3)) 78.3 
$1,071.6 $193.6 $32.1 $ .8 $1,233.9 
1979: 
Land $ 21.1 $ 2.0 $ 1.7 $ 21.4 
Mineral, oil, and gas 
properties and rights 231.8 27.5 1.1 $ (5) 257.7 
Buildings and leasehold 
improvements 183.3 19.1 2.6 1.1“ 200.9 
Machinery and equipment 719.4 73.9 9.6 15.6 
6 8) 799.9 
Construction in progress 78.3 51.0 4.9 (15.1) 109.3 
$1,233.9 $173.5 $19.9 $ 1.7 $1,389.2 
Notes: 


(A) Transfers between accounts. 
(B) Amortization of excess consideration. 
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Appendix A 

The following is additional information on IMC’s gas and 
oil operations. 
Proved Reserves Position 

The following table shows IMC’s estimates of its net proved 
developed and undeveloped reserves at the end of 1978 and 
changes in those reserves during 1979. 


Crude Oil Natural 
and Condensate Gas 
(Thousands (Millions of 
of Barrels) Cubic Feet) 
Net Proved Developed and 
Undeveloped Reserves: 
June 30, 1978 6,258 132,798 
Revisions of previous estimates (539) 3,741 
Purchases of reserves-in-place 6,018 
Extensions, discoveries, and 
other additions 206 5,741 
Production (681) (13,748) 
Sales of reserves-in-place (34) (807) 
June 30, 1979 5,210 133,743 
Net Proved Developed Reserves 
included above: 
June 30, 1978 5,639 122,964 
June 30, 1979 4,930 1255772 


Estimated net proved reserves are estimates of reserves 
based on both operating and non-operating IMC interests in 
properties, but after deduction of royalty interests. The follow- 
ing defines the terms used in classifying net proved reserves: 

Proved Reserves—Reserves that geological and engineering 
data demonstate with reasonable certainty to be recoverable 
in future years from known reservoirs under existing economic 
operating conditions, i.e., prices and costs as of the date the 
estimate is made. 

Proved Developed Reserves—Reserves that can be 
expected to be recovered through existing wells with existing 
equipment and operating methods. This classification includes 
proved developed producing reserves. These are reserves that 
are expected to be produced from existing completion inter- 
val(s) now open for production in existing wells. This classi- 
fication also includes proved developed non-producing 
reserves. These are reserves that exist behind the casing of 
existing wells, or at minor depths below the present bottom 
of such wells, that are expected to be produced through these 
wells in the predictable future, where the cost of making such 
oil and gas available for production should be relatively small 
compared to the cost of a new well. 

Proved Undeveloped Reserves—Reserves that are 
expected to be recovered from new wells on undrilled acreage, 
or from existing wells where a relatively major expenditure is 
required for recompletion. Reserves on undrilled acreage are 
limited to those drilling units offsetting productive units that 
are reasonably certain of production when drilled. Proved 
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reserves for other undrilled units are included only when it 
can be demonstrated with certainty that there will be con- 
tinuity of production from the existing productive formation. 
Production 

IMC’s production (net of royalties and production due 


other interests) of oil, condensate, natural gas liquids, and 
natural gas in each of the last four years is shown in the table 
below. Production during the last two months of 1975 that 
followed the CSC acquisition was not material. Virtually all 
of this production was in Louisiana. 


pesiended June 20 MEE ee 
Net production—thousands of barrels: 
Oil 297 217 266 59 
Condensate 384 357 249 55 
Natural gas liquids 79 
Net production of natural gas— 

millions of cubic feet 13,750 13,700 11,400 7,200 


As indicated in the table above, natural gas liquids were 
produced only in 1978. The production was in Louisiana at 
a plant which was closed down before the end of the year. 
Exploration and Development 

The following table shows the number and category of 
gross and net wells IMC completed in 1979. 


Exploratory and Development Wells Completed in 1979 


Gross Net 
Exploratory: 
Productive 5 1.64 
Dry 7 1.84 
Development: 
Productive 39 33.79 
Dry 1 1.00 


The table above includes shallow development wells in the 
Monroe Field, consisting of 34 gross productive wells (31.50 
net) and 1 gross dry hole (1 net). 

In this material, gross wells or gross acres are the total 
number of wells or acres in which IMC has a working interest; 
net wells or net acres are the gross wells or acres multiplied by 
the percentage of the working interest IMC owns in the gross 
wells or acres. 

An exploratory well is a well drilled to find and produce oil 
or gas in an unproved area, to find a new reservoir in a field 
previously found to be productive of oil or gas in another 
reservoir, or to extend a known reservoir. A development well 
is a well drilled within the proved area of an oil or gas reservoir 
to the depth of a stratigraphic horizon known to be 
productive. 


Productive Wells 
IMC’s ownership interests in productive wells at the close 


of 1979 are shown in this table: 


Gross Wells Net Wells 
Monroe Monroe 
Field Other Field Other 
Oil 21 11.12 
Natural gas 1,017 43 972.20 18.63 


These productive wells include 3 gross gas wells (1.97 net 
wells) and 1 gross oil well (.62 net wells) that were dually 
completed. A dually completed well is one that is producing 
from two productive zones. 

Acreage 

IMC’s working interests in leaseholds and fee acreage, 

primarily in Louisiana, at the close of 1979 were: 


Gross Net 
Monroe Monroe 
Field Other Field Other 
Developed acres 35,202 23,549 35,202 9,788 
Undeveloped acres 10,100 119,044 10,100 66,471 


Gross and net productive acres are the productive acres 
in each producing unit as established by the appropriate state 
regulatory agency. When such units overlap in area, the 
acreage has been counted for each unit. Although this method 
of reporting the productive acreage holdings results in 
duplication when two or more productive units overlap, the 
method is considered the only meaningful way to report such 
productive acreage in conformity with the policies of the 
appropriate state regulatory agency. 

At the close of 1979, IMC had a gross interest in 6 wells 
being drilled, all in Louisiana; the working interest in these 
wells amounted to 2.03 net wells. 

Supplemental Information 
The following tables present other IMC oil and gas 


statistics, 1979 Net 
1979 Average Revenues 

Selling Price (In millions) 

Oil $11.11 $ 6 
Natural gas 1.74 22 


In the table immediately above, the average selling price for 
oil is per barrel. The average selling price for gas is per mil- 
lion British Thermal Units (MMBTU). Gas is used internally 
at the chemical and fertilizer operations at Sterlington, Loui- 
siana. The transfer price for this gas approximates a price 
that would be charged to unaffiliated customers. Net revenues 
include revenues attributable to net working or royalty inter- 
ests owned by IMC and are net of lifting costs. 


The 1979 average production (lifting) cost for natural gas 
and for crude oil and condensate was $1.32 per barrel energy 
equivalent (5.8 MMBTU of natural gas equivalent to one 
barrel of crude oil and condensate). The calculation of pro- 
duction costs does not include depreciation, depletion, and 
amortization of capitalized acquisition, exploration, and 


development costs. 
1979 Oil and Natural Gas Production Costs 


(In millions) 

Property acquisition $ 3 

Exploration 10 

Development 6 
4 


Production (lifting) 
Depletion, depreciation, 


and amortization 11 


(In millions) Capitalized Costs at June 30, 1979 


Proved properties $118 
Unproved properties 4 
Support equipment 9 
Accumulated depletion, 
depreciation, and 
37 


amortization 


(In millions) Estimated Future Net Revenues 


1980 1981 1982 Thereafter 
Proved reserves: 
Developed and undeveloped $34 $34 $33 $203 
Developed 33 32 30 187 


Present Value at June 30, 1979, 


(In millions) of Estimated Future Net Revenues 


From proved developed and undeveloped reserves: 


Reserves added in prior years $171 
Reserves added in current year: 

From development activities 8 
From purchase of reserves-in-place 7 
From proved developed reserves (included above) $174 


The above tables of estimated future net revenues and 
their present values have been furnished based on require- 
ments of the Securities and Exchange Commission and are 
subject to Section 210.3-18(k) (6) (v) of Regulation S-X. 
Undue certainty should not be attributed to that information 
since it is, of course, subject to the actual conditions and 
circumstances that will prevail in the future. 

In the two tables immediately above, estimated future net 
revenues have been computed by applying current prices for 
natural gas and oil to estimated future production of proved 
reserves and are after subtraction of estimated future 
expenditures (based on current costs) for developing and 
producing the proved reserves. In calculating current gas 
prices, consideration was given to future price changes only 
to the extent provided by contractual provisions, but exclud- 
ing provisions for inflation adjustments. Oil prices are based 
on current levels. The estimated future net revenues are addi- 
tionally based on the assumed continuation of currently 


Board of Directors 


At the Annual Meeting of October 
18, 1978, IMC shareholders elected 
Frank W. Considine and Dale R. 


Corson to the Board of Directors, replac- 


ing Chester Baylis, Jr., and Edward F. 
Blettner, both of whom retired following 
more than a decade of distinguished 
service. 

The Board of Directors met eight 
times in fiscal 1979. Attendance aver- 
aged 15 of the 16 members per meeting. 

The board is assisted in the discharge 
of its responsibilities by five directors’ 
committees. In addition to the existing 
Audit, Compensation and Stock Option, 


Executive, and Nominating Committees, 


a Social Responsibility Committee was 
created early in the year to advise on and 
monitor such matters as safety, environ- 
mental compliance, and equal oppor- 
tunity employment. These committees 
consist entirely of non-employee 
directors, except that IMC’s Chief 
Executive Officer serves on the 
Executive Committee. 
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3 Anthony E. Cascino 
Vice Chairman, IMC; 
Retired Executive Vice President, IMC 


2 John H. Coleman 
President, 
J. H.C. Associates Limited, 
Toronto; 
Financial consultants 


2,5 Frank W. Considine 
President and Chief Executive Officer, 
National Can Corporation, 
Chicago; 
Container manufacturer 


5 Dale R. Corson 
President Emeritus, 
Cornell University, 
Ithaca, New York 


2,3 James W. Glanville 
General Partner, Lazard Freres & Co., 
New York 


George D. Kennedy 
President, IMC 


3 Richard A. Lenon 
Chairman and Chief Executive 
Officer, IMC 


3,4 Henry W. Meers 
Managing Director, 
Merrill Lynch White Weld 
Capital Markets Group, 
Chicago 


1,5 Jeremiah Milbank 
New York; 
Personal investments 


2 Morton Moskin 
Partner, 
Law firm of White & Case, 
New York 


3 Hervé M. Pinet 
President, 
Paribas International, 
Paris 


2,3,4 Robert W. Purcell 
Business consultant to 
Rockefeller Family & Associates, 
New York 


1,4 Thomas H. Roberts, Jr. 
Chief Executive Officer and 
Chairman of the Board, 
DeKalb AgResearch, Incorporated, 
DeKalb, Illinois; 
Hybrid seed producer 


1,4 John T. Ryan, Jr. 
Chairman of the Board, 
Mine Safety Appliances Company, 
Pittsburgh, Pennsylvania; 
Safety equipment manufacturer 


1 Vernon F. Taylor, Jr. 
Denver, Colorado; 
Personal investments 


5 Robert C. Wheeler 
Retired Senior Vice President, IMC, 
Ponte Vedra, Florida 


1 Audit Committee; _ 
Mr. Ryan is Committee Chairman. 


2 Compensation and Stock Option Committee; 
Mr. Coleman is Committee Chairman. 


3 Executive Committee; ; 
Mr. Purcell is Committee Chairman. 


4 Nominating Committee; J 
Mr. Purcell is Committee Chairman. 


5 Social Responsibility Committee; 
Mr. Wheeler is Committee Chairman. 


Corporate Staff 


Donald G. Brady 
Assistant Controller 


John E. Galvin 
Assistant Treasurer 


Richard F. Kotz 
Assistant General Counsel; 
Assistant Secretary 


Lewis B. Landreth 
Assistant Controller 


John W. Nesbitt 
Assistant Secretary 


James C. Bryan 
Corporate Staff Vice President, 
Corporate Business Planning 


Paul Faberson 
Corporate Staff Vice President, 
Communications 


Jack W. Hicks 
Corporate Staff Vice President, 
Government Affairs 


Edward L. Lantz 
Corporate Staff Vice President, 
Environment and Safety 


Melvin A. Lewandowski 
Corporate Staff Vice President, 
Research and Development 


Donald I. Meikle 
Corporate Staff Vice President, 
Facilities 


Ronald A. Othick 
Corporate Staff Vice President, 
Information Systems 


Thomas J. Regan 
Corporate Staff Vice President, 
Corporate Traffic and Distribution 


Neal Schenet 
Corporate Staff Vice President, 
Public Responsibility 


See page 39 for a list of the 
Company's officers, biographical 
data on each, and a discussion of 
management changes during 

the year. 
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Corporate Data 


Corporate Headquarters 
2315 Sanders Road 
Northbrook, Illinois 60062 
(312) 564-8600 


Independent Accountants 
Arthur Young & Company 
One IBM Plaza 

Chicago, Illinois 60611 


Stock Exchanges 

New York Stock Exchange 
Midwest Stock Exchange 
Pacific Stock Exchange 
Paris Stock Exchange 


U.S. Ticker Symbol: IGL 


Transfer Agents 

The First National Bank of Chicago 
One First National Plaza 

Chicago, Illinois 60670 


Bank of America National Trust & 
Savings Association 

Box 37000 

San Francisco, California 94137 


Registrars 

The First National Bank of Chicago 
One First National Plaza 

Chicago, Illinois 60670 


Bank of America National Trust & 
Savings Association 

Box 37000 

San Francisco, California 94137 


Trustees 

(Convertible Subordinated 
Debentures) 

The First National Bank of Chicago 
One First National Plaza 

Chicago, Hlinois 60670 


(9.35 Percent Debentures) 

Morgan Guaranty Trust Company 
of New York 

23 Wall Street 

New York, New York 10015 


(4.5 Percent Subordinated 
Debentures) 

The Chase Manhattan Bank 
One New York Plaza 

New York, New York 10015 


Paying Agents 

(Convertible Subordinated and 

9.35 Percent Debentures) 

The First National Bank of Chicago 
One First National Plaza 

Chicago, Illinois 60670 


(4.5 Percent Subordinated 
Debentures) 

The Chase Manhattan Bank 
One New York Plaza 

New York, New York 10015 


Investors’ information 


Your Special Representative 

Following the appointment last year 
of Carolyn L. Allendorfer as Share- 
holder Representative, many of you 
have been in touch with her for help with 
matters relating to your IMC invest- 
ments. We hope you will continue to 
contact her with any questions you may 
have, and we invite your comments and 
suggestions as well. 


Carolyn L. Allendorfer 


Ms. Allendorfer can be reached at 
corporate headquarters, 2315 Sanders 
Road, Northbrook, Illinois 60062. Her 
telephone number is (312) 564-8600, 
extension 2206. 


Common Stock Prices and Dividends 


Quarter 


Fiscal 1979 

Dividends per share 
Common stock prices: 
High 

Low 

Fiscal 1978 

Dividends per share 
Common stock prices: 
High 

Low 


Automatic Dividend Reinvestment 


An automatic dividend reinvestment 
service is available to IMC common 
shareholders of record who are residents 
of the United States. The service, for 
which a bank acts as agent, offers a con- 
venient way to increase your ownership 
in the Company. IMC pays all brokerage 
fees and the agent’s service charges 
for purchases. 

At June 30, 1979, there were 2,203 
participants, with 48,551 shares of com- 
mon stock purchased since the program’s 
inception in 1974. 

A brochure describing the service and 
containing an application form is avail- 
able upon request from Ms. Allendorfer. 
Dividends 

The dividend on the common stock 
was increased to 75 cents per share in 
March, 1979, from the 65 cents per 
share paid in each of the preceding seven 
quarters. Total dividends per share were 
$2.80 in fiscal 1979 and $2.60 in fiscal 
1978. The 1979 payments represented 
42 percent of the Company’s per share 
earnings of $6.72. 

Employee Shareholders 

In fiscal 1976, IMC became one of 

the first companies in the nation to 


First Second Third Fourth 
65 $ .65 S375 $ .75 

42 40% 47 494 
3514 34 35% 43% 
-65 $ .65 $ .65 $ .65 

42% 42 40% 431 
35% 37% 37% 37% 


The principal market on which IMC’s Common Stock is traded is the New York Stock 
Exchange. Common Stock prices are from the Composite Tape for New York Stock 
Exchange issues as reported in The Wall Street Journal. 
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establish an Employee Stock Ownership 
Plan (ESOP) under the provisions of 
the Tax Reduction Act of 1975. From 
the beginning of the program, 99,207 
shares of IMC common stock have been 
contributed to the plan trustee for the 
benefit of 4,125 present and former U.S. 
salaried employees. 

The Company also has a contributory 
employee investment plan which is 
voluntary and open to all salaried 
employees in the United States. IMC 
matches a percentage of each partici- 
pant’s selected payroll deduction. Sev- 
eral investment options are offered, 
including the purchase of IMC common 
stock. 

IMC stock held in trust for partici- 
pants’ accounts totalled 210,748 shares 
at the close of fiscal 1979. 


Printed in U.S.A. 


Trademarks 


The following brand names 
appearing in this publication are 
registered trademarks of IMC: 


Baciferm, Oliflux, Rainbow. 
Raigro, Sul-Po-Mag, Super 
Rainbow, Trojan. 


